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THE  AGRICUIiPURAL  COTLOOK  FOR  195^ 


No  marked  change  in  the  dcaaestic  demand  for  food  and  other  agricultural 
products  appears  likely  in  195^  as  con5)ared  vlth  the  current  yesur.  Also, 
foreign  takings  of  United  States  farm  products,  vhile  sharply  reduced  in  the 
1952-53  season  from  other  recent  years,  appear  to  he  at  a  level  sustainable 
over  the  next  year  or  so.    Supplies  of  most  farm  products  are  e:?pected  to 
continue  large  in  195^ ♦    Carryover  stocks  may  increase  further  by  the  end  of 
the  c\irrent  marketing  year,  but  a  large  part  will  be  held  by  the  Government. 
Acresige  restrictions  are  likely  to  bring  smaller  vheat  and  cotton  crops  in 
195^  and  price  support  prograsis  will  continue  to  cushion  the  impact  of  large 
supplies  on  farm  prices.    With  protective  conditions  of  d^nand  and  supply  for 
farm  products  in  195^  approxiiaately  the  same  as  in  195 3 ^  the  average  of  prices 
received  by  farmers  may  hold  near  current  levels.    With  cost  rates  to  farmers 
stabilizing,  the  cost -price  squeeze  in  agriculture  is  not  likely  to  be  inten- 
sified significantly  in  195^4-. 

Cash  receipts  frcan  farm  marketings  in  195^4-  are  not  likely  to  equal  the 
31.2  billions  received  this  year,  partly  because  of  the  prospective  reduction 
in  the  wheat  and  cotton  crops.  Production  costs,  which  were  slightly  reduced 
in  1953^  loay  show  some  further  decline  in  195^  as  fanaers  adj\ist  operations 
to  lower  output  of  some  conmodities  and  try  to  ease  the  burden  of  high  costs. 
As  a  result,  fam  operators'  realized  net  income  may  be  fairly  close  to  the 
1953  level  of  12.5  billion  dollars. 

The  general  economic  outlook  for  195^*-  is  good  even  though  there  may  be 
sane  easing  from  the  current  exceptional  rate  of  activity.    Since  the  outbreak 
of  war  in  Korea  in  mid -1950,  demands  on  the  econoaay  have  increased  steadily  by 
the  Federal  Government  for  national  defense  1  by  State  and  local  govermaents 
for  schools,  highways,  and  other  public  construction;  by  business  for  new 
plant  and  equipment,  part  of  which  was  associated  with  the  defense  program, 
and  by  cons\amers  for  the  goods  and  services  to  provide  the  rising  standard  of 
living  mEide  possible  by  increasing  incomes.    The  econcray  has  become  geared  to 
high  production  and  in  1953  has  met  the  ccMbined  demands  without  significant 
pressures  on  the  Nation's  resources  or  on  prices  in  general. 


OCTOBER  1953 


-  2  - 


ECONOhtrC  FACTOES  ATFECTING  AGRICULTURE 


Item 

:    Itoit  or 
:  base 
:  period 

:  1952 

: 

i9$3 

;  Year 

Sept. 

• 

• 
• 

:  July 

•  Axig.  • 

oep  U  . 

Industrial  production  1/ 

: 

228 

•1935-39=100 

:  219 

2^0 

232 

236 

P  234 

:  230 

237 

253 

244 

24o 

p  246 

:  280 

290 

311 

311 

•n  "507 

:  189 

194 

198 

191 

197 

P  197 

• 

:  160 

175 

169 

165 

170 

P  168 

Construction  activity  l/  # 

• 

\  183 

. -19^7-^9=100 

207 

169 

172 

205 

17^+ 

If? 

Wholesale  prices  2/  # 

• 

• 
• 

:  112 

112 

110 

Ill 

111 

111 

All  commodities  except  farm 

114 

\  113 

113 

115 

115 

115 

:  107 

107 

95 

98 

96 

98 

• 

103 

106 

Prices  received  and  paid  "by 

• 

farmers 

• 

Prices  received,  all  products. 

.  :1910-li^=100 

oAA 

259 

259 

256 

• 

•  287 

286 

277 

279 

279 

277 

t  1 

•  4 

100 

101 

93 

92 

92 

Consumers'  price  2/  U/  # 

•  A 

•  1 

III+ 

iiU 

ll4 

• 1 QL7-kO-l  no ' 

115 

115 

115 

115 

114 

114 

114 

Income 

\  \ 

Nonagricultural  payments  5/  . . 

.:  Bil.  dol.  : 

249.9 

255.7 

268.8 

270.6 

270.3 

135.3 

ii+3.3 

150.7 

149.0 

PI51.3 

Weekly  earnings  of  production 

• 

workers  2/  # 

:  : 

o(  .y( 

09. 

71.63 

(l.^l 

fl.o9 

did 

13'Ok- 

75.i+2 

77.4-2 

76.89 

77.27 

60.98 

62.06 

63.36 

63.76 

63.92 

Employment 

*  • 

•  • 

:    Millions  : 

61.3 

62.3 

63.2 

63.1 

63.4 

62.3 

54.5 

5^.7 

55.2 

55.5 

56.1 

55.0 

6.8 

7.5 

7.9 

7.6 

7-3 

7.3 

Gtovemnient  finance  (Federal)  lJ 

:    Million  : 

5,950 

6,898 

10,185 

3,615 

6,082 

6,066 

7,932 

6,001 

Net  cash  operating  income  or 

-2,386 

-132 

832 

2,253 

Annual  data  for  the  years  1929,  1932  and  1935-52  appear  on  page  26  of  the  April  1953  issue  of 
the  Demand  and  Price  Situation . 

l/TeSeranTe serve  Board.    Construction  activity  revised  to  1947-49  base.    2/'  U.  S,  Department 
of  labor,  Bureau  of  Labor  Statistics.         U«  S.  Department  of  Agriculture,  Bureau  of  Agricultural 
Economics;  to  convert  prices  received  and  prices  paid,  interest,  taxes,  and  wage  rates  to  the 
1935-39  base,  multiply  by  .93110  and  ,79872  respectively.    4/  Index  of  change  in  prices  of  goods 
and  services  purchased  by  city  wage-earner  and  clerical-worker  families  to  maintain  their  level 
of  living,    ^  U.  S.  Department  of  Commerce  revised  figures,  seasonally  adjusted  at  annual  rates. 
6/  U.  S.  Department  of  Commerce,  Bureau  of  the  Census.    [[/  U.  S.  Department  of  Treasury. 
Lata  for  1952  ere  on  average  monthly  basis. 
if  Eevised  series,    p-  Preliminary. 
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'    Based  on  pt'eisent  inf  ormation/deinarids.  ffom  some  segments  of  the  economy' 
may  well  be  somewhat  less  next  year  than  in  1953 •    But  it  should  be  clearly 
noted  that  such  easing  in  the  economy  as  may  develop  in  195^  appears  to  be 
relatively  small.    Even  with  some  decline  in  economic  activity,  consumer 
Incomes ' available  for  spending  in  195^  sxe  not  likely  to  be  much  different 
than  in  1953'    The  prospective  reduction  in  income  taxes  scheduled  for 
January  1  will  add  appreciably  to  spendable  income.    Some  further  increase 
in  wage  rates  is  also  likely  in  some  industries  and  unemployment  compensa- 
tion would  tend  to  limit  the  effect  of  reduced  payrolls,    if  'unemployment 
should  develop r    As  a  result,  consumer  buying  in  195^  is  expected  to  hold 
up  well  even  though    purchases  of  some  consuiaer  durable  goods  may  decline 
somewhat  from  rates  in  the  first  half  of  1953*    Consumer  demand  for  food 
should  remain  fairly  close  to  that  of  1953 >    However,  with  marketing  charges 
continuing  high,  the  farmer's  shar^  of  the  consumer  food  dollar  may  continue 
^near  thie  present  low  level. 

Spending  for  defense  purposes,  while  continuing  high,  may  not  be 
quite  as  large  in  thfe  current  fiscal  year  as  in  1952-53^  according  to  the 
latest  budgiet  estim&tes  released  on  August  27 •    Expenditin-es  on  goods  and 
, services  for  national  security  in  the  third  quarter  of  1953  estimated 
at  51*5  billion  dollars  '  (annual  rate)  compared  With  53' 5  billion  in  the 
previous  quarter  and  ^9.2  billion  in  the  third  quarter  of  1952.  Whether 
or  not  a  slow  downtrend  in  defense  outlays  materializes  and  whether  it  con- 
tinues in  the  next  fiscal  year  depends  largely  on  developments  in  the 
foreign  situation.    Even  if  prospective  reductions  are  realized,  defense 
spending  in  195^  will  be  only  slightly  under  1953.    Such  a  reduction  in 
national  Security  spending  could  well  be  offset  by  further  increases  in 
State  and  local  outlays  for  public  facilities  which  have  been  rising  at 
the  rate  of  about  1^  billion  dollars  annually  in  recent  years. 

Some  evidence  now  "available  indicates  that  business  demand  for  new 
capital  may  be  somewhat  less  in  195^*  Investment  in  new  plant  and  equip- 
ment has  been  at  record  levels  since  the  Korean  outbreak  and  has  added 
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appreciably to  the  productive  capacity  of  industry.    In  the  first  9  months 
of  3.953^  such  business  outlays  totaled  8  percent  larger  t/ian  in  the  same 
period  in  1952.    However,  anticipated  capital  expenditures  for  the  fourth 
quarter,  as  reported  to  government  agencies,  are  5  percent  below  the  "third 
quarter  rate,  after  seasonal  adjustment,  with  moderate  declines  indicated 
in  all  major  industry  groups  except  mining  and  the  "commercial  and  other" 
group  which  includes  such  industries  as  trade,  service,  finance-,  commlmica- 
t ion"  and' construction*    Much  of  the  defense  related  expansion  program  is 
likely  to  be  complete' by  the  end  of  the  year  .    However,  modernization  and 
expansion  of  productive  facilities  probably  will  continue  in  many  indus- 
tries, pai'ticularly  if  economic  activity  and  consiamer  incomes  are  fairl;^' 
well ' maintained .    Business  depreciation  reserves  and  retained  earnings, 
which  have  provided  a  major  part  of  capital  expansion  funds  in  recent  years, 
are  likely  to  continue  large  in  195^«  .  ^. 

Construction  activity  through  September  this  year  was  at  a  record 
rate,  7*5  percent  above  the  same  period  of  19$2.    Much  of  this  increase 
reflected  the  big  gain  in  commercial  construction  (particularly  stores., 
restaurants,  and  garages)  and  in  religious,  educational  and  recreational 
building.    These  types  of  construction  are  expected  to  , continue  high  in 
coming  months.    Outlays  for  residentia],  building,  .a  major  part  of  the  total, 
are  also  up  from  last  year.    Private  housing  starts,  declined  from  February 
to  August  but  total  starts  for  the  first  9  months,  of  1953.  s-i'©  ^^^o^'t  the  same 
as  a  year  earlier.    Needs  for  housing  will  continue  large  in  195^  to  take 
care  of  the  growth  in  new  family  units  and  to  replace  some  existing  hous- 
ing.   If  there  are  no  marked  changes  in  financing  terms -and  incomes  are 
fairly  well  maintained,  only  a  moderate  decline  in  new  home  building  is 
likely  over  the  next  year.  :   ^ '   •  \. 

\^^lile  foreign  demand  for  United  Statess  farm,  ipro.ducts  receded  sub- 
stantially in  the  195.2-53  season  from  a  year  earlier,  there  is  little  indi- 
cation of  a  further  weakening  in  the  current  'season.    Gold  and  dollar 
exchange  held  by  foreigners  rose  11  percent  from  raid-1952  to  mi.d-1953» 
Sterling  area  holdings  in  London  rose  hO  percent,    Japanese  holdings  were 
up  nearly  21  percent  and  Western  Europe's  were  9  percent  larger.  Prospects 
for  a  somewhat  smaller  .foreign  output  of  cotton  in  the  1953-5^  production 
year  and  consumption  at  least  equal  that  in  1952-53^  suggest  a  slight  im- 
provement in  foreign  demand  for  United  States  cotton.    Stocks  of  United 
States  tobacco  in  several  European  countries  are  low  relative  to  consujiiption. 
With  the  generally  improved  dollar  position,  of  .some  major  importing  countries, 
exports  of  tobacco  in  1953-5^  i^iay  be  about  the  same  as  or  perhaps  larger 
than  in  1952-53 •    Exports  of  tallow  and  grease  are  expected  to  continue 
high  and  some  increase  is  in  prospect  for  takings  of  food  fats,  and  oils 
from  the  reduced  rate  in  the  first  half  of  1953*    VJith  a  large  production 
.of  wheat  in  major  exporting  and  importing  countries,  exijorts  will  likely 
fall  below  the  317  million  bushels  reported  for  1952-53.    The  International 
Wheat  Agreement  will  provide  an  outlet  for  a  substantial  amoun:t  o;£'.  S. 
wheat . 

Supplies  of  most  farm  products  are  expected  to  continue  large  in 
195^  and  carryover  s-tocks  of  some  commodities  may  increase  further.  The 
indicated  supply  of  feed  concentrates  for  the  1953-5^  feeding  yeai'  is  a 
little  above  last  year  and  6  percent  above  the  19^6-50  average.    But  slightly 
fewer  grain- consuming  animal  units  are  in  prospect  and  the  estimated  feed 
supply  per  animal  unit  is  a  little  larger  than  in  the  1952-53  feeding  year. 
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Cotton  production,  indicated  at  15.^  million  running  bales,  the  carryover 
of  5*5  million  bales  and  small  imports  will  provide  a  relatively  large 
supply  of  21  million  bales  for  the  1953-5^  marketing  year.    The  wheat  crop 
Is  estimated  at  1,163  million  bushels, and  with  a  carryover  of  559  million 
bushels,  a  record  wheat -supply  of  more  than  1,700  million  bushels  is  indi- 
cated  for  the  1953-5^  marketing  year.    Carryover  stocks  of  both  wheat  and 
cotton  may  be  increased  further  during  the  yeai^.    Continued  large  supplies 
of  edible  fats  and  oils  are  in  prospect. 

Crop  production  in  195^  is  likely  to  be  somewhat  smaller  than  in 

1953  as  a  result  of  acreage  restrictions  for  wheat,  corn  and  for  cotton 
unless  cotton  growers  disapprove  marketing  q[uotaS'.    However,  part  of  the 
acreage  diverted  from  these  crops  may  be  used  to  increase^  output  of  small 
grains,  hay,  and  oil-bearing  crops.    Little  change  is  in  prospect  for  sup- 
plies of  livestock  and. livestock  products  in  195^ •    Cattle  slaughter  has 
been  at  record  rates  so  far  this  year  and  probably  will  continue  large  in 
195^'    A  smaller  spring  pig  crop  and  prospects  for  a  small  fall  pig  crop 
this  year  point  to  reduced  marketings  of  hogs  this  fall  and  in  the  f if st 
half  of  195^  compared  with- a  year  earlier.    Output  of  milk  and  eggs  in 
195^  niay  be  little  different  than  production  this  year.- 

Pr'ices  received  by  farmers  on  the  average  may  be  not  much  below 
1953*    A  large  part  of  the  stocks  carried  over  at  the  beginning  of  the 

1954  crop  year  will  be  held  by  the  Commodity  Credit  Corporation.  Price 
support  programs  for  basic  comiTiodities --wheat,  corn,  cotton,  peanuts,  some 
types  of  tobacco,  and  rice — will  continue  at  90  percent  of  parity  for  the 

.I95'*  crops  unless  marketing  quotas  for  individual  crops  are  disapproved. 
The  support  levels  for  oats,  barley,  rye,  and  grain  sorghums  will' be  con- 
tinued at  &5  percent  of  - parity',  but  actual  support  prices  will  be  a  little 
lower  except  for  rye  which  will  be  the  same.    The  price  support  for  flax- 
seed will  be  at  70  percent  of  the'  mid -Sept ember  parity  price,  compared 
with  80  percent  of  parity  for  the  1953  crop.    Support  levels  for  other 
commodities  have  not  yet  been  announced.    Unless  drought  forces  liquidation 
of  herds,  cattle  prices  may  continue  relatively  stable,  close  to  curr-ent 
levels .    Current  indications  suggest  that  marketings'  of  hcgs  and  og;g;5'  are 

■not  likely  to  be  increased  significantly  in  195^#    Pi-ice  prospects  for 
these  commodities  are  fairly  favorable  in  195^» 

Farm  production  costs  were  reduced  slightly  in  1953  aii^  i^^ay  decline 
further  in  195^ •    The  index  of  prices  paid  by  farmers  including  interest, 
taxes,  and  wage  rates  held  relatively  stable  in  the  first  nine  months  of 
•1953>  hut  at  levels  about  3  percent  below  1952.    Most  of  the  decline  from 
last  year  was  due  to  lower  prices  for  feed  and  feeder  livestock.  Prices 
of  these  major  items  are  not  likely  to  change  much  from  current  reduced 
levels.    Prices  of  industrial  products  purchased  by  farmers  have  stabilized 
in  recent  months  and  probably  will  change  very  little  in  195^ •  However, 
price  concessions  are  likely  to  be  more  general  than  in  1953^  especially 
for  those  commodities  produced  primarily  for  the  farm  market.    Wage  pay- 
ments will  continue  at  about  1953  levels  but  interest  and  taxes  are  expected 
to  be  moderately  higher.    During  the  past  year  the  greater  decline  in  prices 
received  than  in  prices  paid  by  farmers  dropped  the  parity  ratio  to  92  in 
mid-September  compared  with  101  a  year  earlier  and  the  113  in  February  1951 
when  prices  received  were  at  a  peak. 
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Ccnmodity  Highlights 

A  continue:!  large  slaughter  Tout  more,  price  stability  for  cattle  is 
in  prospect  for  1954.    Hog  production  will  increase  next  year  with  some 
lowering  in  prices  in  the  fall  as  hogs  from  the  larger  spring  pig  crop 
come  to  market.    Prices  of  lambs  are  not  likely  to  change  much,  and  may 
remain  slightly  above  an  average  relationship  to  cattle  prices.  Retail 
prices  for  dairy  products  have  deeliDed  only  slightly  in  the  past  12  months 
while  prices  received  by  farmers  for  milk  and  butt erf at  have  dropped  I3  per 
cent.    Prices  received  by  farmers  will  be  influenced  largely  by  the  level 
at  which  dairy  prices  are  supported  in  the  marketing  year  which  begins 
April  1  / 1954 .-    The  farm  value  of  1953  egg  and  poultry  production  will  be 
a  record  high.    If  consumer  demand  holds  up.. as  expected^  195^  might  almost 
repeat  the  1953  pattern  for  poultry  products.    CCC  held  a  large  proportion 
of  total  stocks  of  food  fats  and  oils^  at  the  beginning  of  the  1953-5^ 
marketing  year,  and'prices  of  food  fats  will  be  well  maintained  in  1953-5^. 
Feed  grain  prices  are  substantially  lower  at  the  beginning  of  the  1953 -5^ 
feeding  season  than  a  year  earlier,  and  probably  will  continue  somewhat' 
lower  this  fall  and  winter.    Hovrever,  some  strengthening  from  the  low 
point  reached  this  fall  may  be  expected  later  in  the  season.    Mb^^ement  of 
vrtieat  under  lean  from  the  above -average  1953  crop  is  expected  to  continue 
large.    A  smaller  wheat  acreage  in  195^  than  in  most  recent  years  is  in 
prospect  as  a  result  of  marketing  quotas.    With  average  weather,  production 

deciduous  and  citrus  fruit  in  195^  probably  would  be  somewhat  larger. 
Little  change  in  demand  for  fruit  is  expected  m  195^.    There  is  no  room 
for  an  Immediate  expansion  in  production  of  vegetables  in  195^  to  provide 
nn  outlet  for  acreage  that  may  be  diverted  from  other  crops.    Current  pros- 
pects for  production  of  vegetables  for  commercial  processing  this  year 
indicate^  that  the  1953  packs  together  with  carryover  stocks  from  earlier 
packs- will  in  general  provide  adequate  supplies.    Prices  received  by 
farmers  for  potatoes  in  mid -September  were  65  percent  below  those  of  a 
year  earlier.    Smaller  total  supplies  of  dry  beans  may  result  in  higher 
prices  and  smaller  foreign  takings  in  1953 -5^.    The  1953  crop  of  dry  peas 
is  28  percent  larger  than  in  1952 j  but  continued  firm  demand .probably  will 
sustain  prices  received  by  farmers  at  levels  only . moderately  lower  than 
for  the  1952  crop.    Market  prices  for  cotton  have  been  below  the  CCC  loan 
rate.    Entries  into  the  loan  so  far  from  the  1953  crop  have  been  more 
rapid  than  a  year  earlier,  and  by  August  1,  195^  CCC  holdings  are  e:q)ected 
to  increase  to  5  million  bales .    v^ool  prices  generally  may  hold  relatively 
stable  until  the  end  of  the  current  selling  season  in  Australia  next  June, 
if  the  international  situation  does  not  change  significantly.    The  average 
of  prices  received  by  domestic  producers  for  the  195^+  clip  probably  will 
not  be  greatly  different  from  this  year.    Domestic  use  of  flH^'^_E'J?4 
Burley  tobacco ,  the  principal  cigarette  types,  was  above  any  previous  year 
in  1952-53  and'  may  be  larger-  in  1953-5^.    Demand  for  flue-cured  has  been 
strong,  and  through  early- October,  the  average  price  received  was  about 
8  percent  above  the  same  period  of  last  year. 
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GEI^R/^L  ECONOIvirC  ACTIVITY 


....     •  Economic  sictiyity  continued  at  near  .record  rates  in  the  third 
quarter,    Employnient  \jas  high  and  persona],  incpme 5.  and  consumer  purchases 
rose  further^    The  gross  product  of  the  economy  was  valued  at  an  annual 
..rate  of  371  ^illioi^  dollars,  7,  percent  ahove  a  year  earlier,  Business 
investment  outlays  and  construction  activity  continued  at  a  high  rate. 
Dui;,  Government  exp end-it ures  for  national  security  programs  declined  a, 
little  from  the  second  quarter.  .A  decline  in  industrial  output  in  the 
third,  quarter- was  partly  due  to  the  seaspn^il  summer  dip.    However,  with 
an  .easing  in  some  , durable  goods  industries,  estimated  output  in  September 
was  do'vm  nearly  4,  percent  from  the  peak  rate. 

;    The  substantial  expansion  in  expenditures  since  last  year  was 
approximately  matched  by  increased  output,  ^nd  prices  held  relatively  sta- 
ble.   Industrial  output  was  at  such  a  high  rate  that  stocks,  particularly 
■■"of  durable  goods>.  accumulated  rapidly 'duri^     the  first  half  "of  19!^  3' even 
"though  total  bus ihess  sales  continued' hi.^h.    Production  of  some  durable 
goods  has  been  reduced  recently,  particular Ijr  the  major  household  sppli- 
ances,.  and  dvirable  manufacturers '  order  backlog  durables  have  declined. 

Government  demands  on  the  economy  will  continue  high  but  they  may 
be  down  slightly  fi-om  recent  record  rates.    Large  inventories,  easing  in 
sales  of  some  products,  and  reduced  production  of  durables  may  dampen  the 
dememd  for  some  capital  e^rpansicn  programs,    Consvjner  incomes  and  outlays 
for  nondurable  goods  and  services  are  expected  to  hold  up  well.    But  reduc- 
tions from  the  high  rates  of  output,  in  the  first  half  of  this  year  are  in 
prospect  for  a  nimiber  of  durable  goods. 

« >  »  ■  . "  .  ■ 

•  ■  .  ^  Government  D<^iiia"id  High; 

Kay  Taper  of  F  Sli^itly 

Expsjided  Government  demands  have  been  a  major  factor  in  the  grovrth 
of  both  business  investment  and  the  productive  capacity  of  the  economy 
since  1950.    E^ipenditures  for  goods  and  services  by  Federal,  State  and 
local  governments  were  at.  a  record  rate  of  83.5-  billion  dollars  in  the 
second  quarter,  6  billion  above  a  year  earlier,  and  more  than  double  the 
pre -Korean  rate.    Spending  by  State  and  local  governments,  at  a  rate  of 
\ nearly  25  billion  in  mid-1953,  was  up  about  1-|-  billion  from  a  year  earlier 
and.  .some  5  billion  from  mid:-- 195Q-.-  •      •  v 

Government- demands  for  national  security  programs- -mainly  Defense 
Department,  foreign  military  and  economic  aid,  and  atomic  energy  develop- 
ment --will  continue  large  in  the  coming  year.    However,  security  outlays 
eased  off  a  little  in  the  third  quarter  to  a  rate  of  51,5  billion  dollars, 
and  .:if  the  international  situation  permits,  may  taper  off  slightly  in  the 
coming  year.    But  an  increase  in  outlays  by  State  and  local  governments 
would  be  an  offsetting  factor. 
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The  Bud.3:et  Review  and 
Ex^penditures  in  19*^3"!: --^ 

The  budget  review  for  1953-?^^  released  in  late  August,  Indicates 
a  decline  in  Federal  appropriations  tmd.  other  authorizations  t'o  spend 
(new  obligational  authority)  of  17  'billion  dollars  from  fiscal  I953  to 
63.2  "billion  for  fiscal  195^-^.    However,  there  was  a  carryover  of  unexpended 
balances  into  the  current  fiscal  year  of  some  81  billion  dollars.  And 
with  continued  large  coimiiitments ,  ex^'iendi tures  by  the  Federal  Government 
are  expected  to  total  around  72  bjllion  dollars,  or  about  2,5  billion 
below  fiGcal  1953.    Bud£^et  expenditures  include,  in  addition  to  spending 
for  goods  and  sei'v' cet^ a  number  of  commitments  which  are  largely  fixed 
by  law,  such  as  transfer  payments,  interest  p8,yments,  and  grants  to  States, 

.-.Table  1.-  Goverr^ment  exi^enditures  for  goods  and  services,  second 
quarter,  19?0-53»  seasonally  adjusted  annual  rates 


Item. 

April-June 

quarters 

;  1950 

*  1951  * 

•  • 

1952  ; 

• 

1953 

:Bil.  dol. 

Bil.  dol.  Bil.  dol. 

Eil.  dol. 

Government  pui'chases  of  goods 

. and  services  . 

:  ^0,3 

60.2. 

77.7 

83.5 

Federal                                 .  , 

:  20,7 

33.5 

5^.7 

53.9 

National  security  ; 

:  17.2 

35.0 

53.5 

National  defense    1^'  : 

12.1 

31.3 

hj.l 

51.3 

.  Other    2/  : 

•  5.1 

3.7 

2.7  • 

2.3 

Other  Federal  less  govern-  : 

ment  sales  : 

3.6 

3.5 

li,9 

5.3 

State  and  local  : 

19.5 

21.7 

23.0 

24.6 

1/  Mainly  for  Defense  Department  and  foreign  military  aid,  but  includes 
.atomic  energy  d8velopm.ent ,  and  stockpiling, 
2j'  Mostly/  foreign  economic  aid. 


Expenditures  for  military  functions  of  the  Defense  Department  in 
fiscal  19':3-54  a.'re  scheduled  at  1+1.7  billion  dollars,  about  2  billion 
below  fiscal  1953.    But  this  decline  is  partly  offset  by  an  increase  of 
about  i  billion  dollars  each  for  the  Mutual  Security  Program  and  the  Atomic 
Energy  Commi.-sion .    In  addition,  moderate  declines,  totaling  around  1,5 
billion  dollars^  are  scheduled  for  most  nondefense  item,s.    These  planned 
reductions  indicate  some  easing  in  Fed-eral  demands  for  goods  and  services 
from  the  high  second  quarter  rats. 


Budget  receipts,  estimated  at  6S.3  billion  dollars  for  fiscal 
195^ /I'eflect.  proposed  tax  cuts,  in  I95U.    Feductions  are  scheduled  on 
consumer  incomes,  corporate  incomes,  ?.nd  some  excise  taxes,  but  the  full 
effect  will  not  come  until  fiscal  1Q55.    Planned  revenues  and  exr,ienditures 
indicate  a  Federal  budget  deficit  in  19.^3-5^  of  3.8  billion  dollars  compared 
with  almost  9 ,k  billion  in  fiscal  1953. 
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State  and  Local  Spending 
May  Rise  Further 

ExT.)enditiires  by  State  end  .local  Governments  are  expected  to  continue 
to  rise  over  the  coming  year^  possibly  by  1  to  2  bil.lion  dollars.    A  large 
volume  of  nev  construction  is  needed  to  tal^e  care  of  expa-ndinji  requirements 
for  schooJ.s,  roads  and  other  pub3..ic  facilities*    I/iany  of  these  types  of 
construction  \:ere  restricted  during  the  x/ar  Piid  in  tlie  years  folloving 
Korea.    Construction  outlays  for  schools  are  currently  .high,  but  . with  high 
birth  rates  and  population  shifts  over  the  past  decade,  needs  for  new  schools 
and  other  public  facilities  have  expanded  much  more  ropidly  than  construc- 
tion.   Nei7  hip^hway  desigD.3  and  the  rapid  {^ain  in  traffic  volume  are  expected 
to  result  in  a  continued  rise  in  high'/ay  construction  over  the  coming  year. 
Increased  needs  together  ^lith  larger  revenues  and  some  improvement  in  the 
financial  condition  of  State  and  local  governments  point  to  a  continued 
rise  in  exi:>enditures . 

Investment.  Demeiid, 

Investment  demand  has  a  stiategic  influence  on  changes  in  employment, 
output  and  income  in  the  economy.    Changes  in  business  investment  depend  to 
8  'considerable  extent  on  technological  developments  and  expected  shifts  in 
demands  by  consumers  and  the  Government.    In  addition,  some  major  swings 
in  gross  investment  outlays  are  due  to  changes  in  the  rate  of  inventory 
acci.unulation.    Since  the  opening  of  hostilities  in  Korea  in  nid-1950^ 
business  inventories  have  had  a  large  but  erratic  groi/th.    New  construc- 
tion activity  rose  rapidly  in  late  19^0,  but  slackened  in  19^>1  19i32 
when  nondefence  construction  was  controlled.    VJlien  contro3.s  were  removed 
construction  again. rose,  mid  in  the  second  quarter  of  1953  "^ras  at  a  record 
rate,  some  15  percent  above  pre -Korea.    Investment  in  producers '  durable 
equipment  in  mid-1953  '^•■Q'S  nearly  a  fourth  larger  than  in  mid-1950,  ref3.ecting 
greatly  increased  deraands  for  an  expanding  defense  prograia  and  for  a  growing 
consimier  market.    Car}ital  outlays  in  manufacturing  industries  in  1953  sire 
estimated  at  a  rate  69  percent  above  1950,  with  expenditures  in  durable 
goods  industries  up  90  percent  and  nondurable  industries,  55  percent. 

Productive  Capacity 

Expanded,  Rapidly  •     . .  . 

Expenditures  by  business  for  new  plant  and  equipment  contributed  to 
a  large  growth  in  physical  plant  in  recent  years.    Much  of  the  growth  since 
fighting  began  in  Korea  has  been  concentrated  in  the  defense -related  indus- 
tries.   Encouraged  by  opportunities,  for  rapid  tax  amortization,  by  favorable 
treatment  under  materials  and  construction  controls,  snd  in  some  instances 
'by  guaranteed  loans  and  purchase  agreements,  many  of  these  industries 
rapidly'  enlarged  their  productive  capacity. 

Largest  expansion  occurred  in  primary  metals,  machinery,  transpor- 
tation equipment,  chemical,  and  petrolevLm  industries.    Steel  capacity  in 
■mid-1953  is  up  around  a  fifth  from  raid~1950,  and  domestic  primary  alumiijim 
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Reductive  capacity  \tq.s  increased  three -fifths .    Over  the  sarae  period, 
electric  pov/er  generating  capacity  rose  more  than  a  fourth  and  petroleum 
refining  capacity  nearly  15  percent.    Production  of  passenger  cars  in  the 
first  half  of  1953  totaled  over  3*2  million  units,  ^i-T  percent  above  last 
year  and  more  than  in  the  first  half  of  1950,  the  year  in  V7hich  a  record 
number  of  cars  was  produced.    Deliveries  of  industrial  machj.nery  in  the 
first  half  of  this  year  were  about  the  same  as  3.ast  year  and  more  than 
double  the  rate  Just  preceding  Korea. 


Table  2.-  Business  expenditures  on  new  plant  and  equipment  1950-52 

and  estimates  for  1953 


Item 

;       1950  : 

1951  : 

1952 

:    1953  1/ 

• 
• 

;  Mil .  dol . 

Mil,  dol. 

Mil.  dol. 

Mil,  dol. 

Manufacturing  industries  • 

7,^91 

10,852 

11, 99^^ 

12,690 

Durable  goods 

:  3,135 

5,168 

5,T8^- 

5,955 

Nondurable  goods 

!  ^,356 

5,68U 

6>210  . 

6,735 

Mining 

TOT 

929. 

.  880 

892 

Railroads  and  other 

transportation 

:  2,323 

■  2,96^^ 

2,651 

Public  utilities 

:  3,309 

3,66i^ 

3,838 

Commercial  and  other 

6,TT5  . 

T,235. 

6,989. 

T,159 

Total 

:  20,605 

25,6kh 

26,^55 

2T,821 

1/  Estimates  for  the  third  and  fourth  quarters  are  based  on  anticipated 
capital  expenditures  as  reported  by  business  in  August  1953* 


Business  Investment  Outlays  - 
Indicated  Lower 

Capital  outlays  by  business  in  the  first  3  quarters  of  this  year 
totaled  8  percent  above  the  same  period  of  1952,  but  the  pattern  of 
investment  has  begun  to  change  somewhat.    Investment  expenditures  in 
primiary  iron  and  ste^l ,  •  nonf errous  metals  and  motor  vehicle  industries  so 
far  this  year  have  been  only  slightly  above. the  corresponding  period  of 
1952.    Capital  outlays  were  do\m  from  last  year  for  heavy  transportation 
equipment  industries;  stone,  clay  and  glass  products;  tqxtile.  mill  products; 
and  transportation  industries.    These  declines  were  large  but  they  were  more 
than  offset  by  substantially  increased  capital  expenditures .in  industries 
such  as  fabricated  metals,  machinery  and  equipment,  paper,  chemicals,  petro- 
leum and  public  utilities.    Capital  outlays  lolanned  by  businessmen  for  the 
last  quarter  of  I953  are  down  5  x)er cent  from  the  record  third  quarter  rate. 
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■ .  ■    ,  The  big  growth  in  producxtive:  capacity  -Ini  recent  years 'and  the 
expected  virtual  Gonrpletlon  Qi';m&l^y  defense-related  expansion  programs 
suggests  the  likelihood  of  .a;  in  business" investment 

over  the  coming  year  ,  ,  But  §ome  industries  probably  will  continue  to  ex- 
pand and  modernize  productive  facilities,  esspecially  i^f  demand  by  consumers 
and  the  Government  holds  relatively  high.    Financing  of "capital  expansion 
in  195^  probably  will  be  no  more- difficult  than  this  '"year  and  may  be 
easier.    Business  depreciation  reserves  and  retained  earnings,  which  have 
provided  a  major  part  of  the  financing  of  capital-; fe^^pan^lon  in  recent- 
years,  jjrobably  will  remain  large  next  year,  ■ 

Farm  Investment' Lower.  :  ■  ■        ■  •  ■ 

Farm  investment  in  buildings,  motor  vehicles >  tractors,  and  other 
machinery  and  equipment  was  maintained  at  a  very  high  rate  from  1950  to 
1952.  'These  large  outlays  reflected  higii  incomes  in  agricultui'e,  record 
farm  output,  limited  supplies  -Of  labor  and  some  advance  buying  following 
■  the  outbrealc  of  fighting  in  Korea i    Capital  outlays  in  I952  were  ddwu  ' 
sbmewb!at  f rom  the  peak  in  1951,  and  available  information  for  this  year 
points  to  a  further  substantial  drop.    Industry  reports  for  the  first 
8  months  of ,  195e3  indicate  -thaf  . retail  sales  of  tractors  and  farm"  equipment 
fell  off  around  15  .percent  from  a  year  earlier.    Part  of  this  decline  may 
be  attributed  to  smaller  purchases  of  heavy  equipment  in  the  Southwest 
-drou^t  area,  but  it  reflects  primarily  lower  farm  incomes. 

The. financial  position  of  farmers  in  general  is  still  good.  How- 
ever,, the  decliiie  in  income,  from  1952  to  1953  vas  severe  for  some  farmers, 
particularly  those  who  recently  got  into  farming  and  those  in  areas  ,. 
affected  by  adverse  weather.  .lylbreoverN,  large  -supplies  of  farm  product's 
and'  acreage  restrictions  in  195^1-  for  wheat  and  cotton  may  limit  demand 
for  certain  types  of  machinery  and . equipment . 

Construction  Activity  High  ;  ,  ,.  -. 

;  J  ■  -  1    ^  ".*■•'■■■.  ~      '  " 

Expenditures  for  new  construction  were  at  a  recdrd  rate  in  the 
fii'st  9  months  of  this  year,  more  than  7  percent  above  the  .same  period., 
of  1952.    Much  of  this  increase  reflected  the  big  gain  in  commercial  " 
construction  (particularly  stores,  restaurants,  and  garages)  and  in 
religious,  ;educational  and  recreational  building.    Residential  building, 
which  is  a  major  part  of  total  construction  activity,,  rose  by  a  slightly 

-  larger  percentage  than  total  construction.    Hospital  and  institutional 
construction,  ..both  private  and  public, '  .was  doto  more  than  a  fifth  from  . 
the:  first"  9  months  of  I952  and.  outlays  for  public  hbuBing  declined    ..  .  . 
16"  percent . , .  |ieported  expend  itureis  for  new  farm  construGtion  were  down  . 
8  percent,  an^"  outlays  f or -industrial  construction  were  slightly:  beldw  " ' 

.the  first; 9  1^  -    .   .        "      -    .  '  •.•    '  .V'.!..'! 

liew  .construction-outlays',,  ad  justed  for:  season     variations,  have 
Reclined  since  last, spring  mainly  because  of  the  drop  in  residential ' 
housing  and  reduced  outlays  for  public  construction.    Although  the  annual 
rate  of  private  housing  starts  declined  from  February  through  August  this 
year,  total  starts  for  the  first  9  months  were  about  the  same  as  in  the 
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first  9  months  of  1952.    The  large,  nninber  of  new  houses  built  in  recent 
years,  somewhat  tighter  money,"  ajdd  higher  interest  rates  apparently  have 
been  largely:  responsible' for  some  easing  in  the  housing  market.:  However, 
vacancy  ratios  are- still  relatively  low  sitid  rents  probably  ;Will  rise  > 
fiirther.    The  need  for  housing  will  be'  lar0.  again  in  1^5^,  to  take  care 
.of .new  family  units  and  replace  some ' existing,  housing.    Financing :new 
construction  may  become  easier-,  and.  if  income  is  fairly  well  maintained, 
only  a  moderate  decline  in  new  home  building  is,  likely  in  the  ; coming  year. 

Inventories  Up. Sharply  ' 

In  Recent  Months  ' 

Sales  to  consumers,  new  construction,  business  investment  outlays, 
and  Government  demands  on  the  economy  are  at  or  near  record  rates.  But 
.with  escpan^-^  production  capacity,  inventories  were  accumulated. -  at  ah 
£inn.ual  rate  of  almost  9  billion  dollars  in  the.  second  quarter,  and  reports 
for. July  and  August  point  to  a  further, substantial  buildup; in  stocks' 
during: the  third  quarter.    Business  inventories  at  the  end  of  August  had 
a  book  value  of  nearly. 78. 8  billion  dollars,  up  abqut  ^i-.l  billion  from  ' 
the  beginning  of  .195 3.- -      .  •  -.•  j''-    •  '    \  . 

Table  3»-  Gross -Investment  Expenditures,  seasonally  adjusted  . 
annual  rates  for  second  quarter  1950-53 


*  •• 

• 
• 

April -June  quarters 

Item 

■ .:  1950 

• 

!    1951  ■ 

:  '1952  I. 
*       •  ■ 

1953  . 

:Bil.dol. 

« 

Bil.dol. 

Bil.dol;.  Bil.dol.' 

Gross  private  domestic,  investment 
New  Construction-       .  ■ 
Residential  nonfarm 
Other 

• 

:  52.0 
:'■  22.0 
:  12^.k 
:  9.6 

• 

65'..5 
23.,i+ 

10.9 

IZ.5 

•    k9.6  ■  ■ 
.   23^h  • 
11.0 
,.12. !^''. 

61.0.  • 

25.3  • 
12.0 

13.^- 

Producers'  durable  equipment 
Change  in  business  inventories 

• 

:  21.7 

*  ■  ■ 

25.0.. 
17.1 

r-.-25-.6.  . 

:■  ^■ 

26.9 

;8..8  • 

Net  Foreign  investment 

;;-iv-1.6 

-2.5:;^:  •■ 

.        Total.  ...          .  ■•■ 

:  50.4 

•  ♦  - 
• 

65  .3  . 

"50.1 

58.5 

.  Since  the  start  of  the  second  q;uarter,  business,  inventories  have  -  - 
increased  by  3.^4-.  billion  dollars'.     This  rise,  was  made  up  of  a  2,1  billion 
dollsg:  ,inc;rease  .in  manufacturers  *  '  stocks,',  of  which,        billion  was .  in  - 
durable  gpods,  an  increase  of  about  1.1  billion  at  the  retail  level,  and 
a  rise  of  0.2  billion  at  wholesale.    The  increase  in  manufacturers'  stocks 
was  fairly  well  distributed  by  industry.    At  .the  retail  level, .Inventories 
of  nondurable;  and  durable,  goods  -  increased  about  the  .same  .amount  with  ■  •     •  ' 
larger  automobile  stocks  contributing  most  to  the'  rise  ..in  inventories  of 
durable  goods.  •.  ,     '...^-'v.  '  "^  ' ./      ,  •  ••  ' 
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Stocks  do  not  aTroear  high  relat5.ve  to  the  near  record  rate  of  re- 
tail sales  and  manufacturers'  deliveries.    But  there  are  now  virtually  no 
shortages,  and  even  though  economic  activity  holds  up  \7ell,  some  reduction 
in  the  recent  high  rate  of  stoci?-  accumulation  is  in  prospect.  However, 
if  consumer  demand  is  well  maintained,  inventory  reductions  are  cjxpected 
to  l3e  orderly  and  selective  as  they  have  been  in  recent  months. 

Met  Foreign  Investment 

Th©  financial  position  of  forelgri  countries  has  improved  over  the 
past  year.    United  States  imports  p3.us  substantial  amounts  of  military 
and  other  aid  have  e:-cceeded  TJ,  S,  exports  of  goods  and  services  In  the 
first  half  of  1953  st  a  seasonally  adjusted  annual  rate  of  2.3  billion 
dollars.    Over  the  coming  year,  net  foreign  investment  will  be  relatively 
small. 

Income 
Spending  and^  S^vln^ 

Consumer  spending  and  saving  depend  primarily  on  changes  in  con- 
sumer income  after  tar^'es.    However,  many  other  factors  such  as  availability 
of  consumer  credit,  liquid  asset  holdings  and  psycho3.ogical  considerations 
also  influence  consumer  buying.    In  the  three  years  from  mid-195'^'  "^^  "t.he 
second-  quarter  of  1953  >  consumer  incomes  rose  23  percent  and  consumer 
spending  was  up  nearly  22  percent,:   Outj.ays  for  nondurable  goods  rose 
about  21  percent,  and  for  services  about  a  fourth.    Purchases  of  durables 
varied  considerably  but  so  far  thin  :;ear,  they  have  held  c3.ose  to  the 
record  rates  that  followed  the  outbreak  of  fighting  in  Korea, 

Incomes  Up  Sharply 
From  1952  .'    •  " 

Consumer  demand  increased  substan,tially  over  the  past  year.    In  the 
first  3  quarters  of  1953  disposable  income  averaged  7  percent  above  a 
■year  earlier,  V7ith  m.ost  of  the  gain  in  wage  and  salary  payments.  Manu- 
facturers' payrolls  through  July  this  year  were  more  than  I6  percent  above 
a  year  earlier.    Employment  was  up  about  S  percent-  xnostlj^  in  the  durable 
manufacturing  industries,  and  the  work  week  was  sli.ghtly  longer.  Average 
hourly  earnings  increased  nearly  7  percent  reflecting  increases  in  the 
basic  wage  rate  as  well  as  premium  pay  for  overtime  in  some  industries. 
Higher  incomes  have  .contributed  to  a  high  rate  of  personal  savin.r'  as  well 
as  increased  consumer  buying.    Through  the  first  half  of  this  year 
individuals  increased,  their  liquid  assets  in  the  form,  of  savings  and  loan 
association  shares ,,  Government  securities,  insurance  and  security  invest- 
ments, but  decreased  their  holdings  of  currency  and  bank  deposits .  They 
also  increased  their  m.ortgage  and  consumer  debt  enough  to  offset  part 
of  the  bolstering  effect  of  increased  liquid  assets. 
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In  addition  to  the  effect  of  rising  income  on  demand;  consumer 
credit  outstanding  increased  about  4^3  billion  dollars  over  the  past  year 
to  a  total  of  2?*4' billion  at  the  end  of  A.ugust.    About  3.6  billion  of  this 
net  gain  va.s  in  instaLljiient  credit  on  consumer  durables 2, 8  billion  v;a3  in 
automobile  paper^    This  net  extension  of  credit  v/as  an  important  factor 
influencing  the  high  rate  . of  consumer  bu;^dng  of  automobiles  and  other  con- 
sumer durables  during  the  past  year. 


Consum.ers.  Buvin^ 
at  Record' Rate 


In  response  to' higher  incomes  and  a  liberal,  use  of  credit,  consumer 
purchases  during  the  first  half  of  this  vear  v;ere  at  an  annual  rate  of  229 
billion  dollars,  '6  percent  above  a  year  earlier.    Expenditures  for  durable 
goods  were  up  14  percent;  services  increased     percent  and  non-durables 
3  percent,    Oiatlays  for  automobiles  and  parts  increased  30  percent  and  for 
furniture  and  household  equipient  4  percent,    P'archases  of  food  continued 
to  rise,  registering  a  gain  of  nearly  4  percent  in  response  to  higher  in~ 
comes.    Outlays  for  clothing  and  other  major  groups  of  nondurables  also 
rose  moderately  over  the  year^    Preliminary  estim.ates  for  the  third  quarter 
show  consumer  spending  at  a  rate  of  233  billion  dollars^  with  most  of  the 
increase  from  the  second  quarter  in  expenditures  for  services. 


Table  4. ""Consumer  income,  spending  and  saving,  second 
quarter  1950-='53,  seasonally  adjusted  annual  rates 


Item 


Personal  d.isposable  income 
Consumer  expenditures  for 
goods  ?.nd"  services 
Durable  goods 

Automobiles  and  parts  ■ 
■  Furniture  and  household 

equipment 
■  '  Other 

Nondurable  goods 
Food  and  beverages 
Clothing  and  shoes 
Other  ■   '  ■ 

Services  .   ' , 

Personal  saving 


April-June 

quarters 

_„^1Q52^  I 

rttwu^r-wfMr.  mer  mm 

Bil, 

Bil. 

Bil>  ■ 

Bil. 

dol. 

•    ^  , 

dol. 

dol. 

2CQ,3 

223.9 

'  231/7 

247.7 

1B9.7 

..   204.  B. 

21?!  2 

230.4 

26.  B 

..26„5 

*  27.4 

30.7 

11.4'; 

11.1  . 

11.5. 

14.4 

11.6 

11.2 

11.7  • 

12.0 

■  3»'^ 

■  4.2 

4.3 

4.3 

ICQ.? 

111.6 

118.0 

122.1 

59.9 

.  ...  .  6B.1 

72.3' 

'74.9 

1B.6. 

:  20.0 

20.5 

20.7 

22..  2. 

23.5 

25.2 

26.5 

/i. 

■  66.7 

71.8' 

77.6 

10.6 

19.1 

■  14.5 

17.2 

Although  sales  by  autom.otive  stores  in  August  were  down  5  percent 
from  the  July  rate,  consumer  purchases  of  automobiles  v;ere  maintained  at  a 
very  high  level  during  the  first  half  of  this  year.    Stocks  of  new  auto- 
mobiles have  expanded  rapidly  in  recent  months  and  prices  of  used  cars  have 
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been  declining,  indicating  some  pressure  on  prices  from  increased  supplies. 
Furniture  and  appliance  sales  in  August  vrere  dovm  a  moderate  3  percent  from 
the  rate  in  June  and  July.    Household  appliance  and  radio  stores,  a  large 
part  of  the  furn:,bur8  and  appliance  group,  have  reported  some  sales  pickup 
from  the  reduced  vQ.te  last  April, 

Even  though  econondc.  activity  may  not  hold  at  current, record  rates, 
consumer  incomes  after  taxes  are  likely  to  be  fairly  well  maintained  over 
the  coming  j^ear.    The  prospective  cut  in  income  ti.xes  v/ill  add  appreciably 
to  spendable .  income,  .  .VJage  rates  also  are  likely  to  continue  high  and  may 
rise  in. some  industries,.    If  some  unem,ployraent  should  develop,  unemployment 
insurance  would  tend  to  limit  the  effect  of  reduced  payrolls  ori  income. 
Consumer  credit,  is  not  expected  to  finance  consumer  buying  to  the  extent 
that  it  did  during  the  past  year.    And,  the  high  level  of  consum.er  ■  and  .• 
m^ortgage  debt  together  mth  increased  insurance  premiums  and  social,  security 
payments  vrill  represent  large  fixed  claims  against  income,  especially  at  the 
lower  incom^e  levels.    Islevertheless,  expenditures  .for  food,  clothing,  other 
nondurable  goods  and  services  are  expected  to  be  v/ell  maintained.  Recent 
high  rates  of  buying  and  prospects  for  some  further  easing  in  the  mamber  of 
nevj  houses  built  may  dampen  the  demand  for  durables  and  result  in  buiydng 
rates  somewhat' belovr  the  near-record  levels  in  "the  first  half  of  19 53- 
Consumers  probably  will  save  relatively  less  than  in  recent  years.  If 
retail  prices  ease  somewhat,  the  quantity  of  consumer  purchases  is  expected 
to  continue  high  over  the  coming  year. 

Out  nut  and  Ernnloi'ment  .  . 

The  dollar  value  of  the  output  of  goods  and  services, in' the  first 
half  of  this  year  vras  at  an  annual  rate  of  36?  billion  dollars,  7  percent 
above  the  rate  for  these  months  a  year  earlier  and  nearly  2S  percent  above 
the  value  for  the  j-ear  1950,    Of  this  ex]iansion  of  2S  percent,  16  percent 
represented  an  increase  in  physical  output  and  10  percent  a  rise  in  prices. 
Since  prices  in  general  have  held  relatively  stable  over  the  past  year,  the 
7  percent  increase  in. the  value  of  the  gross  product  from  the  first  half' of 
1952  represents  prim.arily  a  gain  in  output.    Accompan3dng  this  expansion, 
total  emploment,  both  farm  arid  nonfarm.,'  increased  only  1,5  percent;  non" 
agricultural  emploj'm.ent  was  up  nearly  3  percent  from  the  first  half  of  1952, 
The  average  wci^icv/eek  in  manufacturing  .industries  lengthened  about  1  .percent. 
Gross  product  per  man  hour  apparently  continued  to  rise. 

Output  and  employment . remained  at  high  levels  in  the  third  quarter, 
and  are  expected  to  be  relatively  high  next  year.    However,  some  easing  from 
current  record  rates  is  in  prospect,  .'Vvith  continued  growth  in  the  labor 
force,  'iinemplo^/TTcent  may  rise  from  current  low  rates  but-  the  increase  is  ex- 
pected to  be  moderate^ 
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Industrial  "Praduction 

Holding,  Near" Peak  Eates  ■       '  ■ 

Output  of  the  Nation's  mines  and  factories  in  the  third  quarter, 
after  adjustment  for  the  summer  letdown,  was  nearly  3  percent  "below  the 
second  quarter.    The  Federal  Eeserve  Board's  index  of  industrial  production 
in  the  second  quarter  averaged  2^C  percent  of  the  1935~39  average,  1^ 
percent  above  the  second  quarter  of  1952  when  lahor-management  disputes 
reduced  output,  and  23  percent  larger  than  the  rate  just  "before  Korea. 
Production  of  dura'blo  goods  in  the  second  quarter  was  kO  percent  greater 
than  pre-Korea,  reflecting  "big  Increases  of  2B  percent  for  iron  and  steel, 
30  percent  for  nonferroutJ  metals,  56  percent  for  machinery  and  6I  percent 
for  transportati  CTi  equipment.    Output  of  nondurable  goods  grew  onlj  9 
percent  from  pre-Korea,  but  gains  were  large  in  the  petroleum,  chemical 
find  rubber  industries. 

Table  5.-  Indexes  of  Industrial  production  by  industry  for  selected  groups, 
second  quarters,  195^~53;  adjusted  for  seasonal  variation 


(193^-3-39=100) 


A  or  il -June 

quarters 

Industry  ; 

1950 

•  1951  • 

•  • 

•  ■                      •  ■ 

1952  * 

« 

1953 

Industrial  production  ; 

:  195 

222 

210 

2i^0 

Manufactures                         .  ! 

:  2Gli 

233 

221 

25I+ 

Du.rable  ! 

:  230 

276 

267 

322 

Nondurable  ■! 

•  132 

198 

183 

198 

Minerals  ! 

IU5 

165 

151 

166 

Ma  .lor  consumer  durable  goods  output  ; 

lJi-5 

Total  I 

:  151 

131 

105 

Passenger  automobiles  ; 

161 

Ikl 

111 

157 

HouGohcld  goods,  total  ; 

:  W) 

119 

99 

131 

Since'  the  spring,  of  this  year,  production  cutbacks  have  been  re- 
ported for  several  products  as  sales  faltered  somewhat  and  inventories 
accumulated.    Large  deliveries  by  manufacturers  in  response  to  vol'ome 
retail  sa3-es,  continue  to  eat  awaj"  at  relatively  large  order  backlogs. 
The  index  of  industrial  production  has  eased  off,  largely  because  of  re- 
duced output  of  durable  goods ,    Steel  production  in  August  was  off  nearly 
7  percent  from  March  when  plants  were  operating  at  101,3  percent  of 
rated  capacity.    Mill  activity  dropped  to  93.2  in  July,  rose  to  9U..6 
percent  in  August,  and  then  dropoed  back  to  91. 6  percent  in  September. 
Output  of  nonferrous  metals  held  up  pretty  well  through  the  second  quarter 
but  in  /vugust  v/as  nearly  7  percent  below  the  peak  rate  last  April. 
Inventories  held  by  m-^oducers  of  primary  metals  declined  a  little  in  the 
first  quarter,  but  by  the  end  of  /lugust,  they  were  more  than,  8  percent 
larger  than  in  March,    Both  new  or'iers  and  deliveries  for  primary  metals 
producers  have  held  up  fairly  well,  but  their  order  backlogs  in  August  were 
about  3  percent  below  March. 
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Production  of  i^iachinfery ^  eXclyding  transportation,  equipment^  was 
■  down  slightly  in  June  from  the  March  rate;  then  fell:  off  substantially  in 
July  and  August  due  laa-gely  to  a  cxirtailinent  in  output  of  farm  machinery. 
Deliveries  of  most  types  of  machinery  have  held  up  welL,  but.  with  high 
rates  of  production,  inventories  of  electrical  and  other  types  of • machinery 
have  increased  in  recent  months.    New  orders  also  rose  for  electrical 
machinery.-  Unfilled  orders  continue  hi^  even  "though  they. have  declined 
somewhat' in  recent  months  fdv  aon-eleetrical  machinery;    Output  of  trans- 
portation equipment  including  automobiles  and  aircraft  eased  off  a  little 
through  June  from  the  high  rate  in  April'.    By  August,  production  was  down 
nearly  7  percent  from -April  ■  as' output  of  automobiles  atid  parts ■  shrank 
nearly  12  percent.    Although  manufacturers'  deliveries  continued  high 
through  August,  their  inventories  also'- increased  a  little*  -Unfilled  orders 
for  transportation  equipment  have  decined  in  recent  months  but  are  still 
relatively  large.  '  However >'  order  backlogs  for  freight  cars  and  locomotives 
were' sharply  reduced  in  the  first  half  of  this  year-*.  ^  '> 

■  •    /  There  was  some  -curtailment  in  assemblies  of  passenger-' cars  in  August 
and  September  from  the'  very  high  r'ates  in  eai'lie'r  months .    Dealers'  stocks 
of  mot 01:  cars  have  increased  substantia;lly  since  January  but,  for  the  indus- 
try as  a  whole  stocks  are  not  considered  excessive " relative- td- recent  volume 
sales.    However,  prices  of  used  cars  have  been  declining  under  pressure  of 
increased  supplies  and"  the  waiting  period  for  new  cars'  has- virtually  ceased 
to  •exist.    The  high  production  rates  of  earlier' months  ^e  hot  likely  to  be 
maintained  over  the  coming  year  for  automobiles,  even^  though^ consumer  in- 
comes are  "well  maintained.    Output  of  ma^or  household  appllaJnce'S  declined 
in  recent  months-,  and  in  August  was  nearly  a.  fourth  below  spring  rates. 
Sales  eased  off  only  slightly  and  the  gain  in  inventories ,  though  moderate, 
was  probably  involuntary.    In  May  and  June  production  of  radio  and  tele- 
vision sets  was  down  a"  fourth  frpffi; January,  but  with  the  introduction  of 
new  models,  production  was  stepped  up  sharply  in  July  and  August. 

•  •      Production  of  nondurable  goods  rebounded'  from  the  "dip.  in  July  when 
vacation  shutdowns  were  widespread,  and  in  August  and  Septemlber '  held  near 
the  high  rate  in  the  first  half  of  this  year.'   Manufacturers'  deliveries 
and  retail  -sales  of  nondurable  goods  have  advanced  slightly  in  total  and 
•for  m&,,j or  groups  so  far  this  year.    Output  has  risen  enough  to' provide 

for  the  gradually  expanding  market  and  to  permit  some  growth  in  inventories. 
Production  of  chemical  and  petroleum  products  in  Atogust  was  ^  Q-ittle  above 
spring"  rates,  rubber  products  vete  off  somewhat^  and" production  of  textiles 

•  and  manufacturered  ' food  products  was  also  •  down  moderately  froiii  rates  in 
the  spring.    Output  of  minerals  advanced  gradually  during  the^  first  half 
of  this  year,  dipped  in  July,  and  regained  the  June  rate  in  August  and 
September.  j  ■}.::::.':':.:.•:' 

Employment  at-  ■    '   ■  '   -  "  -  '•..:>;:■:. 

High  Level  •     -  -    '■-     •     ^  -  . ■ 

Total  employment,  hours  worked^  ^er  week  and  out;put"'per man' hour  rose 
over  the  past  year  and  -contributed- to  a' substantial '  advance  in  total  out- 
put of  the  economy .    The  'rise  in  employtu^nt  from-  the  f  ii-s't  "•  half  'of  1952 
to  the  same  period  this  year  was  moderate,  reflecting  a 'gain  of  about  3  per- 
cent in  honagri cultural  empl03n:^fient  -and  -some  decline  In  agricultural  employ- 
ment.   A  big  addition-  to  the-  number-  of  woirkers  occurred-  in  the-  durable  goods 
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sector  where  production  was  subst ant iaJ-ly . increased.  .  Einploynent  of  produc- 
.  .tion  workers  in  durable  manufacturing  :'.ndustrjes  for  the.  January -July  period 
.this  year  was  .more  than  12  percent  above:  the  same  /period  of  .1952.  -The 
corresponding  -gain  for  employment  in  nondurable  industries  was  about  3  Per- 
cent... ^-      '  ■  • .  •■  ••• 

.    Employment  remained  at  a  record  high  in  August  as  a  seasonal  pickup 
in  nonf arm  hiring  offset  late  summer  reductions  in  farm  employment.  Septem- 
ber employment  dropped  approximately  a  million  from  August  to  about  the 
level  of  a  year  ago.    When  adjusted  for  the  usual  seasonal  variation,  non- 
agricultural  employment  in  August  and  September  held  near  the  July  level* 
Unemployment  continued  at  a  very  low  total  of  about  l-J-  million  workers,, 
about  2  percent  of  the  civilian  labor  force. 

Hours  worked  per  week  in  manufacturing  industries  tlirough  the  first 
half  of  this  year  averaged  slightly  above  a  year  earlier.    But  the  length 
of  the  worlo^eek  has  been  declining  in  both  dijirable  end  nondurable  goods 
manufacturing  industries.    Average  hourly  earnings  have  continued  to  rise 
gradually  and  approximately  offset  the  effect  of  the  shrinking  workweek  so 
that  weekly  earnings  held  relatively  :Stable  near  peak  rates  d\iring  the  first 
half  of  this  year.  .    .  ,-  . 

If  economic  activity  declines  somewhat  over  the  coming  year  because 
of  some  easing  in  spending  for  defense  and  nex^  investment,  unemployment 
may  rise  a  little  even  though  total  employment  is  maintained  near  the  record 
for  this  year.    The  length  of  the  workweek  may  decline  .further,  but  hoiirly 
earnings  in  general  are  likely  to  continue  high  and  may  increase  in  some 
industries. 

Commodity  Prices 

Prices  of  consumers  goods  and  other  final  products  held  relatively 
steady,  over  the  past  year  as  increased  dem^and  -from  consumers,  bu&inessmen 
and  the  Government  was  accompanied  by  an  approximately  equal  gain  in  out- 
put.   Prices  paid  for  consumers  goods  and  services  in  urban  areas  during 
the  first  half  of  this  year  averaged  less  than  one  percent  above  a  year 
earlier.    Rural  living  costs,  which  do  not  reflect  the  persistent  advance 
in  rents  and  services,  were  down  slightly  from  a  year  earlier,  vrnolesale 
prices,  of  all  commodities  in  the  first  half  of  1953  were  fairly  steady, 
about  2  percent  below  the  first  half  of  19,5S.    Prices  of  farm  products  and 
foods  declined  while  industrial  products  averaged  unchanged, from. the  first 
half  of  1952 . 

Industrial  Product  l^rices 

Wholesale  prices  for  all  commodities  have  held  steady  near  3.10  percent 
of  the  19^1-7-^9  average  so  far  this  year.    Prices  of  farm  products  ond  foods 
have  eased  off  somewhat  further  under  pressure  of  large  supplies  of  agricul- 
tural products.    However,  prices  of  industrial  products  increased  slightly 
with  most  major,  groups  of  the  index  advancing  from  the  beginning  of  the  year. 
Prices  of  industrial. chemicals  in  September  averaged  6  percent  above  January, 
and  petroleum  products  were  up  8  percent.    Prices  of  machinery  and  motive 
products  averaged  higher  with  electrical  machinery  and  equipment  prices- 
rising  about  5  percent  as  public  utility  programs  expanded* 
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Prices  of  primary  metals  also  mounted;  prices  for  iron  and  steel 
averaged  6  percent  higher  in  .August  than  at  the  beginning  of  the  year,  with 
prices  for  serai finishe;i  steel  up  14  percent;  iron  ore  9' Percent;  and  finish- 
ed steel  B  percent.    Prices  for  nonferrous  metals  both  in  primary  shapes  and 
scrap    v;ere  lower;  but  prices  for  more  highly  processed  shapes  were  higher. 
The  index  of  spot  market  prices  for  metals  (includes  only  tin,  zinc,  and 
scrap  prices  for  copper,  lead  and  steel)  declined,  during  the  year  and  in 
early  October  was  down  nearly  a  fourth  from,  a  year  earlier,  largely  because 
of  the  sharr)  drop  in  the  price  for  steel  scrap.    Also,  the  index  of  rav; 
industrial  commodity  prices  (burlap,  cotton,  print  cloth,  hides,  rubber, 
tallow,  wool,  etc,  in  addition  to  the  metals)  weakened  over  the  year  and 
in  the  first  week  of  October  was  a.bout  1?  percent  below  a  year  earlier. 

Continue  Hic:h 

Retail  prices  in  urban  areas  have  inched  up  gradually  this  year  and 
in  August  were  at  a  record  high  of  115  percent  of  the  1947""A9  average  but 
less  than  one  percent  above  a  year  earlier,    VJith  increased  supplies  of  food, 
particularly  meats  and  vegetables,  prices  declined  rather  abruptly  from  raid" 
195-'?  to  the-  spring  of  this  year,  then  strengthened  but  are  still  below  levels 
of  a  year  agOo    Apparel  prices  have  continued  to  ease  off  gradually  over  the 
past  years    Rents  and  charges  for  ser^-lces  exhibited  the  most  persistent 
rise  and  these  segments  of  the  index  probably  vdll  continue  to  creep  up  in 
coming  months. 

Prices  paid  by  farmers  for  items  used  in  family  living  have  firmed 
up  recently  and  are  near  levels  of  ^a  year  ago^    Rural  food  prices  are  dovm 
a  little  from,  a  year  ago  but  most  other  components  of  the  index  are  slight- 
ly higher,    A  continued  high  level  of  consimier  demand ,  prospects  that  grov/er 
prices  for  farm  products  will  be  fairly  v;ell  maintained,  and  the  relative 
inflexibility  of  marketing  charges,  all  vsuggest  that  retail  food  prices 
are  not  likely  to  weaken  much  over  tJie  coming  year, 

THE  AGRICULTURAL  SITUATION 

Prices  of  farm  products  and  farmers?  income.^  so  far  this  year  are 
down  substantiall:^^  from  1952.    Tho  index  of  piuces  received  by  farmers 
through.  Sept  ember  averaged  11  percent  below^  the  same  months  of  195-^  >  Ilrices 
paid  by  farmers  including  interest,  taxe.s.  and  wage  rates  averaged  only  3 
percent  lower.    Consequently, .  the  parity  ratio  dropped  to  92  in  September 
compared  with  101  a  year  earlier.    Net  incomes  of  farm  't.perators  this  year 
vdll  likel3^  total  a  billion  dollars  belov;  the  13,5  bjllion.  estimated  for 
195?^-  Reduced- purchasing  power  this  year  has  contributed  directly  to 
smaller  purchases  of  fanr  machinery,  equipm.ent  and  other  nonfarm  products. 
Land  values  have  declined  and  farm  indebtedness  has  advanced  less  rapidly. 
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ihe/fall,in,prices  (j]?;^^^  incomes  from  1952  has  been 

largely  ■  due  to;  two  f acibor s ;  ^  record  product idn  and*  a  sharp  curtailment-. in 
foreign  demand -for  V,  3^.  faiia;  prod^pte .   'These  factors  have  more  than  .off- 
set the  supporting /in^i;uence      a' strong  dome        market  vl.th  rising  ,employ- 
^nji- and  consumejT , income^.. ;'\ V  ';'  . 

.    .         Supplies  Large  and 'Stocks  Mount     •  -.'if;:  - 

'       Very  large  suppll'es  of  most  farm  products  &re'  likely  for  the  1953-5^ 
marketing;  year.    Current;  production  prospects  indicate  ;that  farm  output 
this  year  vill  he  clos,e,,t6  the  record  in  1952.    Crop  prod\;^ction  may  he  the 
third  largest  on  record"  bi:^  down  somewhat  from  last  year..   The ^ decline 
reflects  reduced  output  of  such  crops  as  wheat,  tobacco,  deciduous  fruits 
and  corn.    The  crops  of  potatoes,  fresh  vegetables,  cotton,  citinis  fruits, 
grain  sorghums  and  some  other  products  are  larger.    Production  of  livestock 
and-  livestock  .products  is  running  larger  this  year  than  in  1952.  Beef 
slaughter  may  total  more  than  a  fourth  abov^  last  year>  offsetting  reduced 
marketings  of  hogs.,    Supplies  of  eggs  and  poultry  will  equal  those  of  1952, 
and  milk  production  is  expected- to  increase  nearly  3  percent  from  the 
115  billion  pounds  reported  for  1952.    In  addition  to  hea-vy  production, 
large' stacks  of  wheat,  cOtton,  corn,  fats  and  oils,  and  manufactured  dairy 
products  were  carried  into  the  current  marketing  year ,         ,  : 

The  supply  of  feed  concentrates  in  prospect  for  the  1953-5^  feeding 
year  is  a  little  above  last  year,  and  with  slightly  fewer  grain-consuming 
animals,  units,  a  near  record  supply  per  animal  unit  is  in  prospect.  Indi- 
cated cotton  production  of  I5A  million  running  bales  together  with  the 
■carryover  of  5.5  million  bales  and  small  imports  will  provide  a  relatively 
large  supply.. of  21.0  million  bales  for  the  1953-5^^-  marketing  year,  '^he 
■wheat  crop,,  estimated  at  1,163  million  bushels,  plus  a  carryover  *  of  about 
559  million  bushels  point  to  a  record  wheat  supply  of  more  than  1,700  mil- 
lion bushels  for  the  1953-54  marketing  year.    Continued  Ifirgej supplies  of 
edible  fats  and  oils  are  in  prospect  as  a  smaller  1953  production  was  more 
than  offset  by  substantially  larger,  carryovers. 

Table  6.-  Supplies  of  selected  farm  products,  1952-53  marketing  year 
■  -  ..  .     and  estimates  for  1953-5^  ^    ■  . 


/Commodity 


Wheat 


.  •  9..  *  i  i  »' 


Cotton 


•*•....•. 


Corn 


Feed  grains 


:  Marketing 

:    Carryover  stocks  : 

• 

Production] 

:  :  U  ■  '. 

Total 

Unit 

:     year  ' 
:  beginning 

•    Total  • 

1       »                '       •  ^ 

ccc  ,^ ; 

supply 
2/  . 

Mil.  bu. 

July  .  .  ' 

:  .1952-53  . 

I               256  ' 

-  143  . 

1,291 

1.569. 

1953-54  ! 

;    \    55^  : 

470 

1,727 

1,000 

':    August  ■  ; 

15,124^ 

18,113 

running 

J    1952-53  ! 

!  2,789 

285 

bales 

:    1953-54  : 

'  5.502 

2,028 

15,282 

20,959 

Mil.  bu. 

:    October  ; 

:    1952-53  ! 

!  486 

291 

3,307 

3,794 

:    1953"54  : 

3/800 

y 

3,196 

3,997 

Mil. tons 

:    1952-53  J 

20.2 

8.4 

120.7 

142.6 

:    1953-54  J 

3/28.0 

117.7 

147 

August  l;to  July  31.  2/  Includes  small  imports.  3/  Estimated.  4/  Quantity  under 
loan  and  CCC  ownership,  estimated'  at  about'  575  million  bushels  on  October  1. 
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Production  Prospects  •  ,  ■■      .  . 

For  193if' 

'     'Crop  production  in  195^^  ^^s  usual >  will  depend  to  a  very  large  extent 
on  growing  conditions'.  -However,  acreage' restrictions  for  wheat,  corn  and 
cotton  (unless •  cotton- growers  disax^prove;  marketing- quotas)  may- reduce  total 
.  crop  output  even;  though  most  a'creage  released  is;  used  to  increase  production 
.of  such. cropis  as  small  grains,;  hay,  pasture,  soybeans  and  flaxseed.  Stocks 
of  wheat,  cotton,  and  corn  carried' over  into  195^  prohahly  will  he  even 
larger  than  the. carryovers. into  the  current  .marketing  year.    Thus,  if  grow- 
ing conditions  are  not  unfavorable,  supplies  of  major  farm  crops  in  195^ 
are  again  likely  to  he  large  Generally  expanded  livestock  numbers  also  . 
point  to  a  continued  volume  output  of  livestock  products  next  year.. 

■       Domestic  Demand   .-  ■  .  .  : 
  .  .:■  ^ .    •  ■       .    at  High  Level  ; 

■  Domestic  demand  for  food  and  other  agricultural  products  has  been 
maintained  at  a  high  level  over  the  past  year.    Consumer  incomes  so  far 
this  year  are  running  about  7  percent  above  a  year  earlier  with  most  of 
the  grain  in  wage  and  salary  payments.    E::penditures  for  food  continued 
their  moderate  advance  in  response  to  rising  incomes.    Spending  for  clothing 
also  was  up  slightly  from  1952. 

Employment  and  wage  rates  ai^e  expected  to  be  well  maintained  in  the 
coming  year  even  though  economic  activity  shades  off  from  recent  record 
levels .    Consumer  income  available  for  spending  ma^^  be  down  very  little 
from  the  average  for  1953*    Demand  for  food  also  is  expected  to  hold  fairly 
close  to  1953  levels.  '  . 

Agricultural  Exports 

Foreign  demand  for  United  States  farm  products  dropped  substantially 
in  the  1952-53  marketing  year  reflecting  improved  foreign  supplies  of  food 
and  fiber  and  reduced  supplies  of  dollar  exchange  In  some  important  import- 
ing countries.    The  value  of  farm  product  exports  totaled  2.8  billion  dollars 
in  1952-53  compared  with  over  k.O  billion  in  1951-52.    The  value  of  cotton 
exports  was  52  percent  less,  wheat  over  one -third-  less,  a'nd  tobacco  about 
13  percent  less. 

Supplies  of  dollar  exchange  will  -be  up  somewhat  from  1952-53  and 
no  major  improvement  in  foreign  supplies  of  food  and'  fiber  is  In  prospect 
for  1953-5^f    But  with  increased  price  competition  for  some  commodities  and 
the  withdrawl  of  the  United  'Kingdom  from  the  International  Wheat  Agreement, 
exports,  of  farm  products  in  the  current  year  probably  will  be  near  the 
reduced  levels  of  1952-53 •    The  foreign  supply  of  dollars  and  gold  avail- 
able from  ma  j  or  sources  for  the  current  marketing  year  is  estimated  at 
7  percent  larger  "than  for  the  preceding  year.    Holdings  in  mid-1953  were 
"up  11  percent  from  a  year  earlier.    Earnings  from  United  States  imports 
of  goods  and  services  in  fiscal  1953-5^  may  exceed  slightly  those  in  1952-53^ 
but  economic  aid  utilized  may  be  lower  than  during  1952-53* 


OCTOBEB  1953 


22  - 


Tal)le  7.-  Value  of  United  States  exports  of  agricultural 

products,  specified  periods  -     .:. ^  ■■■y;J 


Cotton 

* 

:  Tobacco 

Other  : 

Grain. 1 

;  Total 

lagrioul- : 

and  ; 

Other 

•    agri - 

■  Period.  j 

including 

:  unmanu - 

:  tural  ' : 

prepa-  ' 

foods 

•Cultural 

linters 

rfactured 

:  non-  t 

rations • 

■  ■— .-     .  - 

•'exports 

:  foods  : 

t 

• 

Million 

Million 

Million 

Million 

Million 

Million 

dollars 

dollars 

dollars 

dollars 

dollars 

•dollars 

Calendar  years  .  1 

•    ■•■  •  -  -.: 

r 

Average  1935-39  - 

318 

123 

29 

-  •  95  .. 

.•173 

71^8 

Average  19ii6-U9  : 

5B3 

273  . 

.132 

1,01+0 

■  3;5^5 

1950  : 

1,02U 

251 

2k7 

833  • 

513 

2,373 

1951  : 

1,1^6 

'  325 

l,if88 

738 

k,oko 

1952  1 

37U 

2k6 

251 

l,i^33 

575 

3.1+29 

Years  "bepiinnin?'^  July  1  ; 

19)49-50  (total).  : 

9^8 

235, 

222 

5I+7 

2,986 

1950-51  (total)         '  : 

9^1 

27U 

312 

1,239 

3.^11 

1951-52  (total)  : 

l,20i^ 

327 

.  277 

1,580 

-  665  ^ 

l+,053 

July-Sept,  1951  ! 

!  135 

91 

72 

356 

182 

836 

Oct. -Dec.    1951  '  : 

136 

Qk  ' 

--3ho 

170 

1,226 

Jan. "Mar,    I952  : 

375 

56 

73 

hS^ 

1.133 

A or. -June    1952  : 

193 

kh 

■  kQ  • 

hl9  - 

lk9 

853 

1952-53  (total)        .  ; 

576  ■:- 

285 

1/253 

1,170 

531 

2,815 

•■    July-Sept.  1952  ■      •  { 

•  32 

69- 

•45- 

258.  ■. . 

121; 

57^ 

Oct. -Dec.    1952  i 

'  219 

.78 

:  35. 

3^0.' 

139  ■ 

861 

Jan. -Mar,    1953  ': 

1^7 

60 

65 

336 

123 

.736 

Apr . -June    1953  ' 

;  123 

73 

53 

23-6 . 

lllO 

61+0 

1/  The  seven  principal  export  items  or  groups  which  accounted  for  83  percent 
of  the  total  1952-53.  value  of  $253  million  were:  (in  millions  of  dollars)  (1)  Soy- 
beans 92,  (2)  Inedible  tallow  50,  (3)  Hides,  and  skins  except  furs  23,  (1+)  vege- 
table oils  and  fats,  crude  and /or  inedible  23,  (5)  Hops  10,  (6)  .Field  and  garden 
seeds  5,  (7)  Flaxseed  1.-  -       •  . 


Economic  aid  to  foreign  countries  has  been  falling  off  in  recent 
years  and  this  decline  may  continue .    However,  since  the  outbreak  of 
hostilities  in  Korea,  the  reduction  in  foreign  dollar  receipts  from  this 
source  has  been  nearly  offset  by  an  increase  in  foreign  dollar  receipts 
from  larger  expenditures  by  U.  S.  armed  forces  abroad  and  from  increasing 
offshore  procurement  of  military  eq.uipment. 

Larger  foreign  supplies  of  food  and  fiber  and  continued  large  aid 
expenditures  made  it  possible  for  many  foreign  countries  to  accumulate 
dollar  exchange  during  1952-53.  ■  Sterling  area  holdings  of  dollars  and 
gold  in  London  on  July  1,^  1953  were  around  ifO  percent  larger  than  a  year 
earlier;  Japanese  holdings  increased  about  one-fifth;  and  those  in  10 
western  European  countries  were  up  about  9  percent  from  mid-1952.    The  rise 
in  V^estern  Euro"oe  reflects  small  gains  for  most  countries;  a  moderate  de- 
cline for  France  and  a  gain  of  more  than  50  pe^r  cent  for  the  Netherlands, 
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Insofar  as  the  Improved  foreign  gold  and  dollar  situation  results 
in  increased  allocations  for.  purchajies  of  dol3.ar  goods ,  foreign  demand 
for  XT.  s.  agricultural  pi'oducts  may  strengthen  somewhat.    However,  much 
will  depend  on  official  Government  policies  on  the  use  of  (ypld  and  dollar 
reserves ,  ^  .. 


Tal:tle  8,-  Total  foreign  supply  of  f!;old  and  dollars  from. principal 
sources  during  fiscal.  1952-^3  and  estimated  for  1953"*f^^  1/ 


Item 


Total  foreign  holdings  of  gold  and 
dollars  at  the"  "beginning  of  given,  .year 

II. S,  Imports  of  goods  and  sei;vices 
during  the  year 

U.  S,  Government  (net)  foreign 
economic  aid  utili zed  durin/^:  the  year 
Total  above 


Year  "be^.nriing  July  1 


Billion 
dollars 

19.39 


16.35 


1,97 


1953-^^ 


Billion 
dollars 

2lM 


little  Incroase 


down 


37.71  . 


^0.30  (est.) 


1/  From  principal  sources  listed  in  the- tahle..    These  exclude  free 
dollars  resulting  from  foreign  expenditures  ty  U.  fc\  armed  forces.  The 
tahle-  also  -excludes,  foreign  receipts  of  dollars  and  gold  from  certain 
currently  minor  sources  such"  as  foreign -^produced  gold  going  into  foreign 
reserves,  capital  movement,  etc. 

The  proportion  of  fam  exports  financed  with  major  TJ.S,  Government 
foreign  aid  dollars  has  declined  from  ^^-7  percent  in  fiscal  19^9-50  to 
around  16  to  17  percent  in  19^1-52 ^and  1952-53.    There  was  a  marked  upturn  in 
the  percentage  of  cotton  exports  financed  with  Government  funds  in  lS>52-53. 
The  percentage  financed  also  increased  for  coarse  grains  and  oils  and  fats . 
These  increases  more  than  offset  a' reduction  in  financing  .of  bread  grains 
and  tobacco  in  1952-53 . 

Table  9.-  Exports  of  United  States  farm  products,  and  proportion  financed 
with  major  Government  foreign  economic  aid  funds,  fiscal  years 

195.;^  through  1953 


Fiscal  years 


Total  value 


of 


U.  8. 


19^9-50 

1950-  51 

1951-  52 ' 

1952-  53 


agr i  cu Itural  export s 
Million  dollars' 

2  "986 

3,^*11 

4,053. 

2,515 


proportion  financed  by 

Government  aid  l/  

Percent.  . 

hi 

29  •  . 
16 

 rj  


1/  Proportion  of.  agricultural  ©7wports  financed  by  KSA  (formerly  EGA)  and 
by  Export-Import  Ba»k. cotton  loans.   .  ' 
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Py  1  c'gp^  Pfec^jLye^S  Ity  Farmer  s  Lower 


•'  -    v     The'  frid.ex  pr  j^ripes;  re^^  .ai-l'.ifat'a .products 

■  the' tMfd-' iiuarter  6T  1953  a-vef  aged  l2  pefrcetit  beiow  the  same -period 'dfT'^^'^ 
1952.    Prices  for  crops  were  12  percent  lower  as  all  major  groupsy^- "except 
fruit  and  tobacco,  registered  substantial  declines.    "Other  vegetables" 
were  down  U6  percent  as,  prices,  fpr  t.potatoes  were  reduced  to  less  than 
half  those  of  . Q,''ye^tr^''e^         .re.flesti'ng 'increased  production.  '  Most  of 
the  decline  in  crop" 'pr ices  reflected  more  abundant  suppliesy  and -in  the 

.  .case  of  vhe.at_  and  cotton, /substantially  smaller  exports ,  .  Prices  for  .live- 
jstock.        liVe"0^t.ock.pi:o.duct^:.:were  down  more  than  one -tenth  as  small  gains 

..  .in.  prices'  of  .-wpQl  and  eggs.; were  .'more  thari;'offset  .by  .declines  for  meat 
animals  and"  dairy  products'.  "  Lower  prices  for  meat  animals  resulted  largely 
from  tfe  'substantial  increase  ±n  marketings  of  beef  cattle  arid  calves. 
Prices  for  lambs  followed  the  downtrend  for  ^cattle;  but  prices  f or -'hog& 
were  uji  a  f  ifth 'as  marketings  were  reduced  because  of  the- smaller  spring 

.pig  .crop -this-  year.  -  Xjower . prices  for  dairy  products  reflected  larger  milk 
production.      .  '  ■  ■■  ••- '       .  "  '.,  c.  j 

— _.„.  ..  .-..-Table  10.  *-  Group  indexes  of  price^S;  .received  by  farmers^.  • 

third  quarter  1952  and  1953  .V-ltiA. percentage  change        ^  - 

.V-   ■■    (1-910-1^100)  V  "  ,  . 


.. :  .  •  Third      :     Third  : 
Group-'^  "    .   ■     ■  quarter    :    quarter'  r  -  '^^^^®?'^?^^ 

.     ■a.952--      ;  :    1953       '     .  change  .  . 


■All' "^^m'- products 

All  crops 
^iv^ct^f!  |[^^-gj,ains  "  '  ■ 

'Feed  ^  gsr^ains  and  hay 
^^^^  '^^  C^ioH  -  '-^  ■ 

f  obacco*-'-^  "--^^f  -j" 
"'•v'-  >.^Oil=^'b'earihg  etci^s:  '- / 
-^-^"•FrUit  ' '■■  ■ 

Truck  crops 

Other  vegetables 

Liv^sl^ck"  and 'products 
Meat  animals 

«^^v:^^p^iEy  products  

'^Pguitry  and 


4* 


293 

•   ■  •  258  •  7;- 

■    .  '       ;■  •■ 

271 

236 

-13 

■  23^.  •  \ ' 

V  .217  •■ 

-  8 

231:-  -  - 

'  -a98  ■ 

-14 

.  ^  2:^' 

■  i^33  ■ 

■-  'klG'  ■ 

-  ■  +■1:'. 

-      3OT  - 

260  ■ 

■■  207 

•V-  '    211     -  • 

.•:  -:  -  -f  2  • 

233 

.199 

-15 

3^0 

183  : 

W-      "i        ./  '  , 

•           277  - 

■ ■  --11 

366 

307 

-16.. 

.. 296  

....  .267. 

■..  ...tIO.:. 

'  220^  -  ' 

•   228  •  ■ 

>h  k 

^:-.v.299  

;.:+3" 

For  all  of  1953^  prices  by  farmers  are  down' 10  per C;feht'] from 
1952,  with  declines  averaging  about -the -same  for  both  crops  and.; H 
Ecices  ..r.edGeived,  .by  .Xarmers  for  fjaod.,Fr.oducts,.an>J.^3.-.are  .45xpec£e4. to-be. 
dovm  about  6  percent  from  last  year.    Cost  of  marketing  probably  will 
■  Cdntihue  ■  hi'gh  ahd  the  ."far filers'  shai^e-  of the  dbilar-co  for 
farm  foods  is  expected  to  average  less  'than  last  yeaF'ar^/  tb*'  be-  th^  "smallest 
share  for  any  year  in  the  postwar  period. 
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Price  Supports  Bolster 
Sa^f^inf?  Farm  Price_s 

With  Inrge  sirpplies  of  farm  prodp.cts  in  the  1952 marketing  year, 
Government  price  support  p>.-ogra}!is  were  an  important  factor  in  keeping 
prices  for  farm  products  from  droprdng  farther  than  they  did.    The  dollar 
volume  of  price-sijpport  extended  "by  the  Commodity  Ci'edit  Corporation  on 
1952, production  throi^gl;  June  3"C .  1953,,  totaled  2.9  "pillion  dollars,  3 
times  the  cupr^ort 'extanded  to  1.953- •  crops- and  2^.  times  that  extended  to 
1950  crops,    Almost  9^^  peicent  of  the  ,do?.lar  value  was  accounted  for  "by 
price  support  programs  for  six  major  crops- -wheat ,  corn,  uplar^d  cotton, 
cottonseed,  milk  and  outterfat,  and  to'bacco-    More  than  kbO  million  "bushels 
of  wheat,  kl6  million  'oushels  of  corn,  2,3  mi3.1ion  "bales  of  cotton, 
3; 3^0  million  pounds  of  cottonseed  products,         million  pounds  of  manu- 
factured dairy  products,  and  3^9  million  pounds  of  tobacco  moved  under 
loan  or  purchase  agreements  or  were  purchased  under  price  support  programs 
for  1952  production,    A  substantial  portion  of  the  large  carryover  of  many 
farm  products  at  the  beginning  of  the  'l'^?3"5^  marketing  year  were  held 
in  CCC  inventory  or  under  loan  or  purchase  agreement.    Price  suppports 
announced  for  1953  crops  will  bolster  prices  for  many  commodities  as 
large  (juantities  of  1953  crops  move  under  loan  and  piirchase  agreement . 

Prices  received  by  farmers  on  .^^^eptember  15  for  many  farm  commodities 
--most  important  were  wheat,  rye,  cox^n  and  the  other  feed  grains,  cotton- 
seed, soybeans,  flaxseed,  and  peanuts  "--were  below  supports  announced 
for  1953  crops.    Grower  prices  for  cotton  averaged  in  mid-September  close 
to  the  support  level  but  m.arket  prices  for  many  qualities  averaged  below 
the  support  levels.    Prices  for  rice,  .arid,  wool  were "about  at  loan  levels, 
while  prices  for  dry  edible  beans  and  flue-cured  tobacco  averaged  higher.  . 

Prices  Pa^d  bjv;  Farmers  ,     '  . 

Somewhat  Lower 

Prices  paid  by  farmers  in  the  t'hird  quarter  of  this  year  averaged 
about  3  percent  lovrer  than  in  the  5ame  three  months '.of  195^-  However, 
most  of  the  decline  resulted  from,  lower  prices  for  things  that  other 
farmers  produce.    Prices  paid  by  farmers  for  livestock  were  down  nearly 
a  third  from  a  year  earlier,  and  feed  and  seed  were 'off  12  percent, 
prices  paid  for  rural  family  living  items  averaged  about  the  same  as  a 
year  ago,  as  a  small  decline  in  prices  for  food  was  'about  offset  by  small  . 
gains  in  the  prices  paid  for  other  livirjg  items.'  Prices  for  production 
items  were  dov/n  about  9  percent  as  the  decrease  in  prices  for  feed, 
seed  and  livestock  was  only  partially  offset  by  smail  gains  in  prices  for 
industrial  products  jsuch  as  motor  supplies,  farm  machinery,  fertilizer, 
and  building  and  fencing  materials .    Farm  wage  rates  in  the  third  quarter 
were  about  2  percent  higher  than  a  year  earlier.    Interest  charges  in 
1953  are  up  9  percent  from  I952  and  taxes  are  5  percent  above  a  year  ago. 

With  prices .received  by  .farmers  in  the  third  quarter  down  12 
percent  from  1952  and  the  parity  index  (prices  paid,  including  interest, 
taxes  and  wage  rates)  down  only  3  percent,  the  ratio  of  prices  received 
to  the  parity  Index  dropped  10  percent  from  102  to  92..    Prices  received 
and  paid  by  farmers  may  shade  off  a  little  over  the  coming  year  but  little 
change  is  expected  in  the  relative  price-cost  position  of  farmers. 
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Table  11.-  Comparison  of  average  prices  received  for  selected 
commodities  with  parity  prices  and  announced 
supports  for  1953  crops 


Coimnodity 

:,  .  Unit 

I    Season  average 
:  price 

• 

SuDX-'Ort 
for 

• 

;  1953 

crops 

t 

:    September  I5, 
i  1953 

•  # 

:  1951-52  : 

9  <> 

1952-53 

:  Average: 
:    price  ; 
:  received: 

PflTi  f.v 

Tobacco: 

Flue -cured 

:  Cts 

.  per  lb> 

i       52. i| 

50.3 

i+7<'9 

.57.6 

52.6 

Burley 

!  Cts 

.  per  lb. 

;  51»2 

50.3 

>6,6 

51.2 

Food  grains: 

2.45 

Wheat 

:Dol. 

per 

bu. 

;  2.11 

2.09 

2.21 

1.92 

Rye 

tDol. 

per 

bu. 

J  1.53 

1.77 

1.43 

1.12 

1.68 

Rice 

;Dol. 

Tipy 

JUCX 

w  Vt  V  •  1 

;  h.d2 

5.87 

k,8h 

.4.87 

5.32 

Feed  grains:  ' 

Corn 

:Dol. 

per 

bu. 

\  1.66 

1.57 

.  1.60 

1,50 

1.78 

Oats 

:Dol. 

per 

bu.  ; 

;  .82^ 

.839 

.80 

.714 

.878 

Barley  .  s 

;Dol. 

per 

bu. 

?  1.24 

1.2^^ 

lcl2 

1.35 

Grain  sorghums  ! 

rDol- 

per 

cwt . 

:  2.'^6 

2. 95 

2.43 

2.26 

2.68 

Oilseeds: 

Cottonseed  ' 

:Dol. 

per 

ton  ' 

:    69.  "^0 

69.60 

54.50 

51.  "=^0 

71  =  70 

Soybeans 

:Dol. 

per 

bu.  ; 

.  2.73 

2.82 

.  2.56 

2.33 

2.76 

Peanuts 

iCts . 

per 

lb.  < 

:  10.4 

11.0 

11.88 

11.0 

'  13.3 

Flaxseed 

;Dol. 

per 

bu.  ! 

:  3.TI 

3.78 

3.79 

3.48 

4.49 

Dry  edible  beans 

tDol. 

per 

cwt.  • 

:  T.91 

8.52 

7»cJ2 

8.35 

8.81 

Cotton:  ! 

American  Upland  ; 

Cts. 

per 

lb.  ; 

37^69 

3^.6 

1/30.80 

33.09 

34.35 

Wool  (grease  basis)  3 

Cts. 

per 

lb.  I 

,    97.0  • 

53.3 

53.1 

52.9 

58.2 

1/  Average  for  Middling  7/8  inch  cotton.  The  national  a /er age  support  for  Middl- 
ing 15/16  inch  cotton  is  32.70  cents. 


FARM  INCOME 

Farmers'  cash  receipts  from  marketings  in  1953  are  tentatively 
estimated  at  31*2  billion  dollars,  down  4  percent  from  last  year.  The 
total  volume  of  marketings  this  year  is  somewhat  larger  than  in  1952,  but 
prices  are  about  10  percent  lov7er  on  the  average.    Estimated  cash  receipts 
from  both  livestock  and  products  and  from  crops  are  down  about  4  percent. 
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The  decline  in  receipts  i'rom  livestock  and  x^roducts  is  due  largely 
'  to  a  sharip  drop  in  prices  of  cattle  "and  to  ■  smaller  declines  in  prices  of 
milk  and  butterfat.    jlearly  a.ll  major  crops  are  involved. in  the  drop  in 
total  crop  receipts,  with  potatoes  and ^sbybeans  showing  the  largest  declines. 
Prices  are  averaging;  lov;er  than  last  year  for  most  crops. 

Present  prospects  are  for  some  further  decline  in  cash  receipts  from 
marketings  in  195^.    Because  of  acreage  curtailment , of  some  of  the  principal 
crops,  the  total  volume  of  marketings  i^robably  will  be  down  from  1933 ^  and 
no  offsetting  increa-se  is  exipected  in  the  average  of  prices  received  by 
farmers.    The  largest  decliries  in  cash  receipts  are  likely  for  those  crops 
whose  acreage  will  be  reduced.    However,  receipts  from  dairy  prcducts-  and 
eggs  may  also  be  do^m,  .      .  . 

Realized  gross  farsi  income  in  I953  is  estin&ted  at  33*1  billion 
dollars,  k  percent  less  than  in  1932.    The  value  of  hom'e-cons^omed  farm  pro- 
ducts and  Government  payments  are  both  dov/n  a  little  along  \^dth  cash  receipts 
from  merketings.    Another  moderate  decline  in  gross,  income  is  ex^^ected  in 

••■  195^1-.    .■  .  ^      ;.  ■.        . ; . ./  ■ 

Total  farm  production' exi)enses  "in  1953  are  estimated  at  22.6  billion 
dollars,  2  percent  less  than  laryt  year's  total.    Livestock  purchases  show 
the -greatest  relative  decline,  but  purchased  feed  and  seed  and  farm  rental 
payments  are  also  lower.    However,  small  increases  have  appeared  in  main- 
tenance and  depreciation  charges,  operating  costs  of  motor  vehicles,  taxes, 
farm  mortgage  interest  payments,  hired  labor,  and  many  of  the.  small  mis- 
-cellaneous  expense'  i bans .    Some  further  decline  in  total  expenditures  is 
expected  in  X9^h,    '.Jhile  most  of  the  overhead  costs  may  not  show  much 
change,-  fanE.ers  will  probably  reduce  their  cash  outlays  for  many  of  the 
current  operating  expenses  in  line  with  lowered  production  prospects  for 
next  year; 

Operators'  realized  net  income--the  difference  between  realized 
gross  farm  income  and.  total  production  exi^en3es--is  estimated  at  12. :>  bil- 
lion dollars  in  1953.    This  is  a  billion  dollars  or  7  percent  lower  than 
the  revised  estimate  for  1952.    Reduced  expenses  next  year  may  not  fully 
compensate  for  the  exjoected  decline  in  farmers  I  .  gross  income.  Consequently, 
their  net  income  in  195J+  is  not  likely  to,  equal  this  year's  figure,  but  it 
will  probably  be  fairly  close. 

LIVESTOCK  AI^  MEAT.  .        , " 

A  continued  large  slaughter  but  more  price  stability  for  cattle  is 
in  prospect  for  195^.    Hog  production  will  increase  ne::t  year  with  some  . 
lowering  in  prices  in  the  fall  as  hogs  from  the  larger  spring  pig  crop  move 
to  laarket ,  .  • .  • 

After  h  years  of  expansion  the  upswing  in  cattle,  production  has  been 
halted.    Cattle  and  calf  slaughter  for  1953  V7ill  total  around  36  million 
head,  roughly  the  equivalent  of  current  production,  and  cattle  inventory 
numbers  next  January  are  likely  to  be  little  different  from  last  January. 
The  slaughter  rate  will  continue  high  in  195U,  but  average  slaughter  weights 
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are  likely  to  be  a  bit  lighter  and  total  beef  production  may  be  no  larger^, 
or  a  little  smaller  than  in  1953'    Beef  consiuniDtion  per  person,  which  rose 
from  55  pounds  in  1951  to  a  record  75  po\mds  in  1953 >  Diay  drop  slightly  in 
195^  but  will  stay  above  70  pounds.    Assuming  demand  for  meat  continues 
strong,  as  expected,  this  prospective  supply  points  to  more  stability  in 
cattle  prices  next  year  than  this .    Prices  will  not  regain  their  earlier 
levels  but  the  persietent  declines  of  1952-53        '^Q  ended,  and  prices  in 
195^4  are  not  expected  to  average  lower  than  in  1953* 

The  supply  of  fed  beef  next  year,  especially  in  the  first  half,  is 
likely  to  be  smaller  but  that  of  g;rass  beef  as  large  as  in  1953-  Fewer 
cattle  are  going  on  feed  this  fall  than  last,  reducing  the  prospective 
winter-spring  output  of  fed  beef  from,  this  past  year.    Prices  of  fed  cattle 
may,  therefore ,  be  higher  than  at  their  lows  this  year,  profits  from  feeding 
average  or  better,  and  price  spreads  between  the  higher  and  lower  grades  of 
cattle  again  rather  wide. 

Numbers  of  cattle  seem  likely  to  remain  at  about  their  present  level 
for  another  year  or  more.    No  sharp  reduction  is  in  view  for  195^*  However, 
today's  large  cattle  inventory  is  na,turally  sensitive  to  highly  unfavorable 
conditions --more  so  than  a  smaller  inventory  would  be.    A  widespread  severe 
drought  or  a  weaker  demand  than  now  seems  like3.y  would  result  in  a  larger 
slaughter  and  lower  prices  than  is  now  e:cpected. 

The  1953  pig  crop,  indicated  at  8^1  million,  is  the  smallest  in 
5  years,  and  prices  of  hogs  have  been  higher  than  in  any  other  year  except 
19^7  and  19^8 «    Hog  production  is  now  probably  turning  upward  in  response 
to  the  higher  prices .    Although  the  total  fall  pig  crop  of  1953  "^"^sis  in- 
dicated by  farmers '  intentions  to  be  5  percent  smaller  than  the  1952  fall 
crop,  farrowings  in  late  fall  are  probably  exceeding  a  year  ago.  The 
spring  pig  crop  in  195^  is  expected  to  be  up  from  the  1953  crop --possibly 
5  to  10  percent.    These  increased  farrowings  will  show  up  as  a  larger  hog 
slaughter  som.etime  around  mid -195^.    Until  then,  slaughter  and  the  pork 
supply  will  be  below  even  the  low  levels  of  1953.    The  small  early -year 
supplies  will  hold  195^-  pork  consumption  per  person  short  of  the  low 
63  pounds  of  1953.    Prices  of  hogs  will  continue  comparatively  high  in  the 
first  part  of  195^  but  will  probably  decline  more  than  usual  in  the  fall, 
when  supplies  of  pork  v/ill  be  greater  than  this  fall. 

A  small  decrease  in  inventories  of  sheep  and  lambs  on  January  1,  195^ 
is  in  prospect.    Output  of  lamb  and  mutton  will  probably  be  reduced  moder- 
ately next  year.    Prices  of  both  lambs  and  wool  are  not  likely  to  change 
much.    Lamb  prices  may  remain  slightly  above  an  average  relationship  to 
cattle  prices . 

A  little  smaller  total  meat  production  than  in  1953 j  assuming  no 
\mexpected  gain  in  cattle  marketings,  is  in  prospect  for  195^1- •  Consumption 
per  person  is  forecast  at  1^7  pounds  compared  with  151  in  1953;  l^^i-  1952, 
and  136  in  1951.    Meat  supplies  will  be  relatively  less  abundant  in  the 
first  half  of  the  year,  more  so  in  the  second.    Less  fed  beef  and  less 
pork  will  reduce  the  total  suppily  in  early  195^5- • 
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DAIRY  ERODUCTS 

The  large  supplies  in  prospect  would  substantially  exceed  demand  at 
a  price  approaching  this  year's  level.-  Average  prices  received  by  farmers 
in  195^  will  be  influenced  largely  by  the  level  at  which  dairy  prices  will 
be  supported  in  the  marketing  year  which  begins  April  1,  195^. 

Milk  production  may  not  increase  significantly  over  the  approximately 
118  billion  pounds  in  prospect  for  this  year,  but  carryover  of  manufactured 
dairy  products  into  195^^  largely  held  by  the  government,  will  be  equal 
to  more  than  8  billion  pounds  of  milk  compared  to  5  billion  last  year. 
Use  of  milk,  in  regula,r  commercial  channels  and  on  farms  probably  will  total 
around  II5  billion  pounds  in  195^  as  it  has  in  recent  years. 

After  fluctuating  relatively  little  for  several  years,  milk  production 
expanded  rapidly  in  late  1952,  reaching  a  record  annual  rate  of  123  billion 
pounds  in  the  winter  of  1952-53.    The  unusual  fluctuation  in  milk  production 
the  past  15  months  has  resulted  in  very  sharp  changes  in  utilization.  Last 
winter  when  milk  flow  was  at  a  record  annual  rate,  production  of  butter, 
and  Cheddar  cheese  ran  one-third  or  more  above  a, year  earlier.  Production 
of  nonfat  dry  milk  was  up  by  two-thirds.    Sales  to  the  Department  under  the 
support  program  in  the  marketing  year  ended  March  31^  1953^  totaled  lk3  mil- 
lion pound-s  of  butter,  75  million  pounds  of  cheese  and  210  million  pounds 
of  nonfat  dry  milk.    These  purchases  v/ere  equivalent  to  3  percent  of  milk 
output.    Pxircha'ses  in  the  first  half  of  the  current  marketing  year  have  been 
217  million  po'unds  of  butter,  200  million  pounds  of  cheese  and  355  million 
pounds  of  nonfat  dry  milk.    Purchases  are  declining,  but  quantities  bought 
in  the  first  half  of  this  mai'keting  year  are  equivalent  to  around  5  percent 
of  probable  milk  output  this  year.    However,  sales  of  butter  and  cheese 
out  of  government  stocks  to  private  firms  have  started  and  may  continue 
for  a  few  months.    Annual  rates  of  butter  and  cheese  output  have  declined 
more  than  20  percent  since  last  sjjring  and  in  September  about  equaled  the 
current  rate  of.' use. 

In  the  past  12  months,  retail  prices  for  dairy  products  have  declined 
only  slightly  while  prices  received  by  farmers  for  .milk  and  butt erf at  have 
dropped  I3  pei;'C.ent.    As  a  result,  the  gross  spread  between  farm  and  retail 
prices  has  widened  substantially.    Consumption  of  the  individual  dairy  • 
products  did  not  change  significantly  from  1952  to  1953^  despite  larger 
consumer,  incomes  ^nd  the  slight  price  drop  at  retail;  changes  from  1953  "^o 
195^  also,  are  likely' to  be  small.' 

In  the  .coming,  year  the  ratio  between  dairy  product  prices  and  feed 
prices  will  be  no  higher  than  average.    Dairy  product  prices  may  continue 
below  average  also  in  relation  to  beef  and  hog  prices.  ' Cash  receipts  from 
dairying  may  fall  belov;  k  billion  dollars  in  195^  for  the 'first  time  since 
1950. •  Receipts  for  1953  are  estimated  at  k,2  billion,  compared  with  a 
record,  of  k.6 ."billioti  in»  1952.  ;  Dairy  c.osts  , may,  .decline  a  little  next  year 
and  aet  income  from  the 'dairy  enterprise.,  probably"  will"  be  little  different 
from  1953;..-  ..   - ;    "  '      ■  -   .  '•    '        '  *"   "    •  ' 
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Output  per  iran-hour  and  returns  to  labo  r  ir  dairying  both  have  lagged 
behind  mesiy  other  t:/ipes  of  farirang.  Hcvever,  nev-  techniques  that  are  rapidly- 
being  put  into  practice  v/ill  permit  dairy  faming  to  make  substantial  gains* 
The  sdjustirierws  include  shifting  to  larger  scale  of  operations  as  well  as  ' 
adoption  of  iniproved  methods.    Over  the  longer  run  these  changes  could  penrd.t. . 
an  increase  in  incor?;es  to  labor  and  management  on  soma  farms  even  if  consumer 
prices  for  dairy  products  declined  somev/hatc 

EGGS  km  POOLTHY 

■  •   The  Nation's  egg  laying  flock  at  the  beginning  of  1954  is  likely 
to  be  about  as  large  as  in  1953*    '^he  number  of  potential  layers  on 
October  1;  1953?  rr.ost  of  v;hich  -.ill  be  carried  over  into  1954>  v/as  1  per- 
cent above  a  year  earlier »    This  indicates  slightly  larger  egg.  production 
in  prospect  next  spring*    Cons^jmer  demand  is  likely  to  be  close  to  1953 
levels.    The  egg  output  is  likely  to  sell  at  prices  slightly  lower  than 
ir  the  spring  of  1953  «>    Past  trends  tovrard  increased  rates  of  lay  in  the 
fall  and  v.'inter  are  likely  to  continue  next  year*    Egg  output  in  1954  as 
a  whole  probably  y ill  exceed' 1953;  particularly  if  there,  is  a  large -re-  ■, 
placem^ent  hatch  next  spring* 

Next  spring's  flock  replacement  is  •likely  to  .  exceed  the '6l-5  million 
chickens  raised  this  year.    Tlgg  prices  by  the  end  of  this  year  and  through, 
the  spring  may  fall  a  little  short  of  the  high  levels  of  1953 and  feed, 
prices  a^re  expected  to  continue  about  the  sam^e  as  a  year  earliero    As  a 
result  the  egg- feed  price  ratio  next  spring. vould  be  lower  than  this  spring. 
Ho:7ever,  egg  production  in  the  spring  is  likely  to  remiain  profitable*;  ^ Under 
those  circum.stances,  more  chickens  probably  vdll  be  raised  than  the  rela- 
tively lov.^  number  in  1953* 

Broiler  production  probably  vn.ll  show  a  sm;all  increase  in  1954* 
and  prices  in  1954  are  likely  to  average  close  to  this  year's. level*  On 
the  basis  of  v/eekly  placement  reports  from  specialized  areas,  it  seem.s  that 
5  to'  7  percent  miore  broilers  will  be  raised  in  1953  than  in  1952.  Dem.and 
for  broilers  in  1953  has  been  steady  at  orices  som.ev;hat  below  the  1952    ■  . 
average,  but  at  the  lov/er  level  there  seem-s  to  be  a  continued .  steady;  demand  .. 
for  the  birds . 

The  turkey  outlook  for  1954  will  become  clearer  after  the  bulk  of  the  .• 
1953  turkey  crop  is  marketed.    Prices  so  far  this  season  have  averaged  about 
the  sam.e  as  a  year  earlier,  although  prices  for  particular  classes  are  dif- 
ferent from  a  year  ago.    Recent  (rndd-Gctober)  price  trends  in  m^ost  markets 
have  been  slightly  upward.    Current  turkey  marketings  are  smaller  than  a 
year  ago.  •  ■    '  -  ' 

Poult rymen  are  having  a  good  year  in  1953>  and  the  background  from, 
which  they  enter  1954  is  one  of  high  production  and  generally  favorable 
price  relationships.    Production  of  eggs  and  of  broilers  for  1953  are  likely 
to  be  new  records,  egg  prices  are  likely  to  average  the  third  highest  on 
record  and  broilers  alm.ost  as  high  as  any  year  since  1948,  while  feed  prices 
have  been  5  to  12  percent  below  the  monthly  averages  of  the  year  before. 
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For  eggs  and  chicken  meat,  there  are  no  prospective  production 
changes  to  suggest  that  the  supply  pattern  in  1954  vdll  differ  markedly  . 
froTi)  that  of  1953*    The  seasonal  distribution  of  supplies  is  likely  to 
be  similar  to  1953,  and  the  increase  in  population  will  offset  a  large 
part  of  the  production  increase.    Therefore,  if  any  m»ajor  changes  in 
prices  occur,  they  \^rill  be  due  to  shifts  in  demand. 

The  demand  outlook  for  the  next  year  is  fairly  good,    iSven  if  some 
easing  occurs  in  the  economy,  consumers  incomes  after  taxes  in  1954  vrill 
not  be  much  different -from  1953.    The  U.  S,  population  is  increasing  by 
about  ih  percent  per  year, ,  resulting  in  an  a-lmost  proportionate  gain  in 
the  national  appetite  for  eggs  and  poultry  meat. 

With  dem.and  likely  to  be  almost  the  same  as  this  year,  1954  could 
be  another  good  j'-ear  for  poultrjTnen,  The  chief  difference  from  1953  may 
be  a  slightly  lower  springtim.e  egg  price. 

Contrary  to  the  expectations  for  reasonably  f-table  supplies  of  eggs 
and  chickens,  there  is  considerable  uncertainty  about  the  size  of  the  1954 
turkey  crop.    This  will  be  importantly  affected  by  prices  received  for  this 
year's  birds,  some  of  which  will  not  be  sold  for  several  m.onths  yet. 

In  any  event,  the  1953  total  of  gross  incomie  from  eggs  and  poultry — 
presently  indicated  at  4*0  billion  dollars — is  likely  to  be  about  the  same 
in  1954,  under  the  anticipated  conditions  of  dem.and. 

FATS,  OILS  AND  OII^EKDS 

Domestic  use  and  exports  of  food  fats  in  1953-54  probably  will  be 
greater  than  the  year  before,  and  probably  vdll  exceed  the  prospective 
output  of  about  8.8  billion  pounds.    Hence  some  decline  in  stocks  is 
likely.    Supplies  of  food  fats  and  oils  in  the  m.arketing  year  begirjiing 
October  1,  1953  will  be  at  a  peak  of  10.4  billion  pounds  v;ith  record 
beginning  stocks  more  than  offsetting  a  considerable  drop  in  production. 
However,  comm.ercial  stocks  on  October  1  were  comparatively  small  because 
CCC  holdings  of  cottonseed  oil  and  butter  com.prised  about  70  percent  of 
total  stocks.    CCC  announced  September  1,  1953  that  its  ndnir.umi.  sale 
price  for  dom.estic  use  through  June  30,  1954  is  the  m^arket  price  but  not 
less  than  14  cents  per  pound,  crude  basis.    This  is  about  one  half  cent 
above  the  current  m^arket  level.    However,  this  is  not  a  commitmient  to 
sell  at  this  price.    Sales  by  CCC  for  exports  are  on  a  bid  basis. 
Prices  of  food  fats  through  next  spring  are  likely  to  be  vrell  miaintained. 
Prices  next  summer  will  depend  on  nevj  crop  support  programs,  the  outlook 
for  domestic  and  foreign  dem-and  in  1954-55*         to  some  extent  on  1954 
crop  prospects. 

Supplies  of  m^ost  nonfood  fats  will  be  more  than  adequate  to  m^eet 
all  needs.    Prices  of  inedible  tallow  and  greases  are  likely  to  rem.ain 
comparatively  low.    Exports  of  tallow  and  greases  were  at  a  record  level 
in  the  past  year  and  vdth  large  supplies  and  low  prices  probable  in 
19 53- 54 J  exports  again  should  be  large. 
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Production.  of  soybeans  in  1953|  l:^ased  upon  reports  as  of  October  1, 
is  expected  to  tot&l  259  million  bushels^  32  nd3.1ion  less  than  last  year. 
Drought  late  in  the  season  reduced  yields  considerably,  jriore  than  offset- 
ting the  record  acreage  harvested  for  beans.    Present  price.s  to  farmers 
are  near  the  support  of  t-2«56.per  bushel.    A  seasonal  increase,  in  prices 
is  expected. 

•     .  Output  of  cottonseed  this  year  will  total, about  6,376  thousand 
tons,  up -200.. thousand  from  last  year.    Prices  received  by  farmers  prob- 
ably will  av.erage  slightly  above  the  support  level  of  t'50.50  per  ton 
to  farmers  (i$54«50  gin  basis),  but  down  considerably  from,  last  year's 
average  of  $69.60  per  ton.   Prices  of  cottonseed  meal  are  well  below  last 
year.  .        .  ,  . 

Production  of  1953  crop  flaxseed  is  estimated  at  39  million  bushels, 
8  million  more  than  the  year  before .    A  sharp  increase  in  acreage  more  than 
offset,  a  moderate  drop  in  yield..  .Total  disappearance  of .  flaxseed  and 
linseed  oil  vd.ll  be  less  than  production  and  ending  stocks,  will -increase. 
This,  will  reverse  the.  downward  trend  in  stocks  which  has  taken  place  in 
the  last  two  or.  three  years.    The  season  average  price  received  by  famers 
for  1953  crop  flaxseed  probably  vdll  be  less  than  last  year's  average  of 
$3»71  per  bushel.    It  was  announced  Qctober  .20, ^ that  1954  crop  flaxseed 
will  be  supported  at  $3 • 14  per  bushel,  fann  basis,  70  percent  of  parity.. 

The  1953  peanut  crop  is  estim.ated  at  1.4  billion  pounds,  somewhat  n.o 
more  than  last  year  and  about  75  million  pounds  above  the  1953  crop 
marketing  quota  used  in  determining  acreage  allotments  for  the  1953  crop. 
The  increase  over  the  quota  reflects  a  higher  than  average  yield.  Pro- 
duction v/ill  be  in  excess,  of  edible  ^id  farm  uses  and  most  of  .the.,  excess 
will  be  acquired  by  C.CC .  .  Production  of  peanut  oil,  including  the  , oil 
equivalent  of  exported  nuts,  vd.ll  be  greater  than  last  year,  jmainly 
because  of  sales  of  CCC  peanuts  for  crushing  and  highl:/  damaged ,. nut srihr. 
the  Southeast.    As  in  most  years,  prices  will  be  near  the  support  level, 
which  for  the  1953  crop  is  11^88  cents  per  pound  (national  average  price *) 

Supplies  of  fats  and  oils  again  vdll  be  large  in  1954-55 •  Stocks 
on  October  1,  1954*  the  beginning  of  the  crop  year,  are  expected  to  be  . 
only  moderately  below  the  present . record  level.    Production  of  food-  fats. 
>111  be  high.    Although  output  of  cottonseed  oil  v;ould  be  sharply  cut,  .  ; 
if  farmers  approve  marketing  quotas  on  1954. crop: cotton,  production  of 
lard  and  soybean  oil  will  be  greater...  The- favorable  hog-corn  ratio  is 
expected  to  be  reflected  in  larger  pig. crops  in  1954»    Acreage,  restric- • 
tions  on  corn  and  cotton  ..in  1954  would  release  land  for  other- uses,  , 
including  soybeans,  -The.  1953  flaxseed  crop  is  bigger  than. estimated  . 
requirements,    l.'ith  some  increases  in  flaxseed  plantings  likely  in  1954 
to  utilize  land  released  by  acreage  allotments  on  vfhekt,  output  of 
flaxseed  in  1954-55  probably  .vdll  be  substantially  larger  than  re- 
quirements.   Barge  supplies  of  tallov/.  and  greases  will  be  available. 
Cattle  slaughter  is  expected  to  be  maintained,  at  a.  high  level,  and  hog 
slaughter  will  increase. 
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CORN  AW  OTHER  FEED 


Feed  grain  prices  are  substantially  lower  at  the  beginning  of  the 
1953-5^  feeding  season  than  a  year  earlier;  and  probably  will  continue 
somewhat  lower  this  fall  and  vri-nter.    In  contrast  with  the  generally 
declining  prices  in  1952-53^  however,  some  strengthening  of  feed  prices 
from  the  low  point  reached  this  fall  may  be  expected  later  in  the  season. 

Corn  prices  declined  in  early  October  as  farmers  began'  harvesting 
the  1953  crop,  and  they  will  be  well  below  the  1953  support  level  of  $1.60 
per  bushel  this  fall.    Substejatial  quantities  of  1953  corn  probably  will 
be  placed  under  price  support.    This  may  result  in  some  tightening  of  the 
corn  suxDoly  situation  and  seasonally  advancing  corn  prices  later  in  the 
marketing  year.    Prices  of  the  other  feed  grains  and  a  number  of  the  by- 
product f'eeds  may  also  advance  later  in  the  feeding  season  from  the 
currently  low  levels. 

Price  supports  for  195^-^-  crops  of  oats,  barley  and  sorghujn  grains 
will  continue  at  85  percent  of  T:)arity.    The  national  average  support 
price  for  oats  is  75  cents  per  bushel,  barley  $1.15  per  bushel,  -and 
sorghum  grains  $2.28  per  hundred  poLinds.    These  supports  are  somewhat 
below  those  for  the  1953  crops  ref].ecting  a  lower  parity  index  and  the 
transition  to  the  modernized  parity  formula. 

SuTjplies  of  feed  concentrates  for  the  1953-5^  season,  including  the 
grains  and  byproduct  feeds,  are  estimated  at  about  172  million  tons, 
3  million  tons  larger  than  in  1952-53  and  10  million  tons  above  the  ' 
I9I.1.5-.50  average:    The  supply  per  grain -consuming  animal  unit  is  only 
slightly  below  the  record  level  for  the  3  seasons  beginning  19^8. 
Assuming  an  average  rate  of  feeding  per  animal  unit  in  1953-5^>  the 
total  consumption  of  these  feeds  by  livestock  would  be  slightly  larger 
than  the  12h  million  tons  consi.mied  in  1952-53-    The  total  supply,  however, 
appears  to  be  adequate  to  meet  the  1953-5^  requirements  and  leave  a  near- 
record  carryover  into  195^-55 •    Corn  acreage  allotments  in  195^  would 
result  in  some  reduction  in  corn  acreage  in  the  commercial  area.  However, 
larger  acreages  of  other  feed  crops  are  in  prospect  as  a  result  of  acreage 
restrictions  on  wheat,  corn,  and  cotton.    With  a  larger  carryover  in 
prospect,  average  or  above  average  feed  concentrate  supplies  appear  likely 
again  in  195^-55. 

The  corn  supp3.y  for  1953-5^  of  about  U.O  billion  bushels  is  only 
slightly  smaller  than  the  record  supply  in  1949-50.    The  record  large 
supply  of  corn  in  the  Corn  Belt  accounts  for  all  the  increase  in  feed 
concentrate  supplies  from  last  year  or  from  the  19^6-50  average.  The 
total  supply  of  each  of  the  other  feed  grains  is  below  average. 

Supplies  of  byproduct  feeds  in  1953 -5^  probably  will  be  close  to  the 
large  supplies  of  over  22  million  tons  in  each  of  the  past  2  years'.  Protein 
feed  supplies  are  expected  to  be  little  below  the  big  supply  in  1952-53' 
Prices  of  high-protein  feeds  are  expected  to  remain  somewhat  lower  than  a 
year  earlier  this  fall  and  winter,  but  they  may  advance  later  in  the  feed- 
ing season,  especially  if '  hog  and  poultry  production  ificreases  early  in 
1954. 
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The  total  ha;y  supply  ^'or  1953 -"^^  is  slightly  larger  than  the  supply 
last  year,  but  is  below  the  19^6-'?0  average  in  relation  to  the  prospective 
number  of  hay -consuming  livestock  to  be  fed.    Hay  supplies  are  generally 
adequate  throughout  m.ost  of  the  Northern  and  Western  sections  of  the  country. 
But  in  Missouri  nnd  Kansas  and  throughout  large  areas  of  the  South,  drought 
has  again  sharply  reduced  production  and  supplies  are  short,- 

■  ■     .    ,  .....  "WHEAT  . 

A  smaller  wheat  acreage  in.  195^  than  in  most  recent  years  is  in 
.prospect  as  a  result  of  marketing  quotas c    If  the  acreage  seeded  approxi- 
mates the  national  allotment  of  62  mil].ion  acres  and  if  yields  eq.ual  the 
19^3-52  average,  95Q  million  bushels  would  be  produced  next  year,.  Output 
this  year,  was  estimated  on  October  1  at  l,l63  million  bushels  and  the  10- 
year  average  is  1,089  million.    It  should  be  emj^hasized  that  the  950  mil- ■ 
lion-bushel  figure  is  not  a  forecast  of  production  In  195^1-,    But  a  crop 
of  this  size  would  about  meet  ai^ticipated  domecbic  and  export  needs  for 
195^~55j  and  leave  a  carryover  about  as  large  as  the  775  million  bushels 
ex.pe.cted  in  July  1954. 

The  national  average  price • support  for  the  195^  crop  was  announced 
on  October  8  at  not  less  than  $2,20  a  bushel.    This  minimum  support  price 
is  90  percent  of  the  August  15>  1953.  wheat  parity  price  of  $2,45.  Support 
for  1953  crop  wheat,  now  eligible  for  loan  and  purchase  agreement,  is. a 
national  average  of  $2.21  a  bushel.    If  the  wheat  parity  price  as  of 
July  1,  195'+' (the  beginning  of  the  marketing  year  for  the  195^  crop)  is 
higher,  the  support  level  will,  be  increased  to  reflect  9^  percent  of  the 
wheat  parity  price  at  .that  time.    In  no  event  will  the  support  be  lower 
than  the  announced  $2.20  national  average ,    To  be  eligible  for  wheat 
price  support  in  195^1-,  a  producer  must  (1)  be.  in  compliance  with  his 
195^  wheat  acreage  allotment  and  all  other  195^  allotments  which  have,  been 
or  will  be  established  for  basic  commodities  in  which  he  has  an  interest.; 
on  the  farm,     (2)  obtain  wheat  m.arke ting  cards  for  all  fams  in  the 
county  on  which  he  has  an  interest  in  the  wheat  crop, 

  Total  wheat .supplies  for  the  marketing  year  which  began  July  1, 

1953  are  now  estimated  at  about  1,727  million  bushels,  consisting  of  a 
July  1,  1953  carry  over*. -Of  old  wheat  of  about  559  million  and  a  crop 
estimated  , as  of  October  1  at  l.,l63  million,  and  imports  of  about  5  mil- 
lion bushels  of  feeding  quality  wheats    This  would  be  the  largest  suppjLy 
on  record,  8  percent  above  the  previous  peak  of  l,6ol  million  bushels  in 
19li2-.i+3  and  10  percent  above  the  1,563  million  bushels  of  1952^53  -  Domestic 
disappearance  for  1953"5^  is  estimated  at  about  7OO  million  bushels,  . 
slightly  more  than  the  692  million  of  1952-53.    If  exports  total  about 
250  million,  about  775  million  would  be  left  for  carry o.v^er  on  July  1,  195^. 
This  would  be  23  percent  above  the  record  of  631.m.illion  in  19.^2,  and  39 
percent  above  the  559  million  for  July  1,  1953 ,    Of  the  559  million-bushel 
carryover  on  July  1,  1953,  the  COG  owned  ii70  million  bushels. ..  Up  to 
September  ,15,  farmers  had  placed  239  million  bushels  of  I953.  wheat  under 
the  support  programs  compared  with  262  million  a  year  earlier,  and  460. 
million  for  the  .1952-53 .  season  as  a.  v:ho.le  ,^  ^  , 

Cash  winter  wheat  prices  on  October , 20' were  about  19  cents  above 
the  level  on  August  10,  preceding  the  referendum  vote*    Prices  of  spring 
wheat  reached  a  low  point  on  August  19,  and  by  October  20  had  advanced  about 
28  cents. 
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On  October  20  the  price  of  No.  2  Hard  Winter  Wheat  at  Kansas  City, 
ordinary  protein,  was  $2.25^  1-5  cents  under  the.  effective  loan  rate  after 
allowing  for  .storage  chaxges  of  9  cents  per  "bushel.    At  the  same  time,  the 
price  of  No.  2  Soft  Red  Winter  at  St*.  Louis,  reflecting  very  large  supplies 
of  this  class  of  wheat,  was  $1.98  or  h6  cents  below  the  effective  loan. 
The  price  of  No.  1  Dark  Northern  Spring,  ordinary  protein,  at  Minneapolis 
was  $2.25>  10  cents  below  the  effective  loan.    Some  strong  protein  hard 
winter  and  spring  wheats  are  moderately  above  the  net  loan  after  charges.. 
The  price  of  No,  2  Hard  Amber  Durum  at  Minneapolis  on  October  20  was  $3*72, 
reflecting  a  very  short  supply  of  this  class  of  wheat.    This  market  price 
was  $1,20  above  the  effective  loan  r 

The  strengthening  of  prices  reflects  large  quantities  being  withheld 
by  growers  and  heavy  mill  buying e    The  market  has  also  received  strength 
from  critically  dry  weather  over  the  Southwest  winter  wheat  belt  which 
has  impeded  planting  and  been  unfavorable  to  early  seeded  fields,- 

RICE 

The  1953  rice  crop  of  3,350  million  pounds  (milled  equivalent 
excluding  brewers)  sets  a  new  record  in  size,  exceeding  the  previous 
record. set  last  year  by  about  5  percent  and  the  average  of  the  19^2-50 
crops  by  over  ih  percent..   Civilian  consumption  of  rice  per  capita  in 
1953-5^  is  expected  to  continue  close  to  last  year's  rate,  and  exports 
will  again  be  large.  .  The  cxirrent  world  market  situation  is  such  that 
the  foreign  demand  for  United  States  rice  may  be  large  enough  to  prevent 
carryover  stocks  at  the  end  of  the  1953-5^  marketing  year  from  being 
much  different  than  those  at  the  beginning  of  the  year.    Rice  prices 
received  by  growers  have  advanced  from  early  season  levels  in  September 
so  that  they  are  currently  somewhat  above  loan  levels? 

.    .  ..  FRUIT 

With  little  change  in  demand  for  fruit  expected  in  195^^  weather 
and  yields  are  likely  to  determine  the  direction  of  price  changes .  With 
average  weather,  the  195^  deciduous  crop  probably  will  be  moderately  . 
larger  than  the  relatively  small  1953  crop,  and  some  further  increase 
in  production  of  citrus  fruits  seems  probable.    But  production  of  tree 
nuts  may  be  under  the  near -record  1953  tonnage. 

The  outlook  for  total  exports  of  .fruits  in  1954  is  not  greatly 
different  from  1953.    Although  the  dollar  exchange  situation  has  improved 
in  some  Western  European  countries,  dollars  for  the  im-portation  of  United 
States  fruit  continue  limited.    However,  with  larger  production  of  winter 
varieties  of  pears  in  the  United  States  and  a  smaller  crop  in  Europe,  some 
increase  in  exports  seems  probable  in  the  1953-5^  season.    Exports  of  fresh 
and  processed  citrus,  much  of  which  goes  to  Canada,  may  increase  further 
in  195^.    But  exports  of  raisins  from  the  reduced  1953  pack  probably  will 
be  smaller  than  the  large  1952-53  volume*    Export -payment  programs  are 
currently  in  operation  for  pears  and  raisins  in  the  1953-5^  season. 
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■  ...  •    IraportG  of  bananas  in.  19,'5^i-,:pro'baMy  will,  not  chan^xe  much  from  1953* 
Among  fresh-  xVuits^  GonDmi|T.tion  of  banajias  is  (sxcee'ded-  only  by  that  of 
apples  and  oranl^es.    Imports  of  apples  in  ll;5S-5^>  r^ost3.y  from  Can.ada^ 
may  not  (greatly  exceed  the  1^52 -S' 3  volume.    Some  increase' s6i ems  likely  in 

•  receipts  cf  - canned  pineapple  and  pineapple  juice  from  H'av/aii;  in  1V?3-5'>^1- • 

The  '19I33  deciduous  crop  is  slightly  smaller  than  the  belov-;^verage 
1952  crop  ■"and  the  smallest  cince  •19^^.8..    Most  of  the  reducti6u  froii  19i:i2 
vac-  the  result  of  a  13  percent  decreaee  in  the  grape  crop,  wilich  usually 
■comprises  frcra  one -fourth  to  one_- third  .of  the  deciduous  tonnage.  Amvong 
other  fruits  that  also  will  be  marlceted  fresh  this  fall  and  vririter,  pro- 
duction of  apples,  winter  pe.ars,  and  cranberries  is  larger  than  in  1952, 
the'  latter  setting  a  new  record,    grower  prices  for  opples  and  grabes  this 
fall  probably  will  continue  higher  than  a  year  earlier.    Amount  &nd  quality 
•.of  year -end  stocliS  of  applos  will  largely  deterriiine  the  course  of  apple 
prices  ia  the  first  half  of  l^V^h.    Prices  for  pears  and  cranberries  are 
expected  to  average  lower  this  falJ.  and  winter  than  a  year  earlier. 

Total  production  of  citrus,  is  expected  to  be  3.arger  in  1953-5^+  than 
in  1952 -53 >  with  most  of  the  increase  in  grapefruit.  ■■  .Prospective  produc- 
ticn  of  grapefruit  (excluding  the  .California  summer  crop)  is  abovi't  17  per- 
ceat' larger  th.an  in  195,2 -53  >  and  that  of  ecody  and  mid  seas  on  oran..ge!s  is 
.'nearly  2  percent  larger.    Prospects  for  Valencias  are  better  in  l^Uorida 
and  less  favorable  in  Calif orni^i  theji  a  year  ago.    With  carryover  ritocks 

•  of  ■  conned  {?nd  frozen' citrus  .juices  much  s.mal.ler  than  a  year  ago'",  demand 
fo't  Citrus  for  processing  i^  expected  to  be  strong  again  this  fa3-l. and 
Winter  .    Partly  for' this  reason,  grower  prices'. for  oranges  probably  will 
be"  about  as  high  as  last  fall  and  vr.iuter.  .But -those  of  g!rapef  ruit '  are 
expSiited  to  be  soiuewhat  lower.  .  .  ■  '  : 

The  19.v3-5^!-  pack  of  dried  .fruits  ir?  expected  to  be  moderately 
smaller  than  the  relatively  small  1952-53  pacli.    Decreased  output  of 
raisins  v/ill  more  than  offset  s.mall  im^^reases  in  dried  -prunes,  apricots 
■■.and  perhaps  a  feir 'other  fruits,.  Px  small  increase-  in  pack  of  ■'ca.nned' 
. fruits,  seems  likely,  and'  a  moderate  increase'  in  pack  of  frozen'  fruits  and 
fl^iit  'juices  vail  occur. in  195,3.  ..Oiitput  of  frozen  strawberries  and  citrus 
;3Uie'e-%il.'l'  s^t  'new  reco'fcis' in  1953  •  y  The  p-ac;i  of .  eanne'd  .juices  in  19'53 
■probabl^^  wi.l.i  be -.■•icderately  .smaller  than  in' 1952^.  -But  increa.sed  produc- 
tion of  tliese  jui  ves  can  be  cxi^ected  in  195^K. 

V'  Production  of  klrupndM,  filberts,  pecans,  and  walnut: s  in  1953  is 
'.expected  to'  be  slightly 'sm^.l.ler  than  the  record' 1952  crop.  '  The  pro-". 
.'specMve-^pecan  crop  ia  .repord  large  and  t\ie  almond-  cr*op  is  modjerately 
l^rgei-  than  in'  19;!2 .    But  the.,  filbert  and  .walnu.t  crops'  are'  ■'smaller  .  . 
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COMME.ECIAI.  VEGETABLES 

For  Fresh  Market 

Consumer  demand  for  fresh  vegetables  in  195^+  expected  to  be 

about  as  strong  as  in  1953.    However,  some  marketing  difficulites  may 

arise  if  overplantin/^  occurs,  or  if  x-xeather  di;jtoi'ts  the  usual  pattern 
of  marketing  or  results  in  bumper  crops. 

Vegetable  growers  generally  have  adjusted  total  production  from 
year  to  year  in  line  with  their  expectations  of  demand.  Consequently, 
in  general  there  is  no  opportunity  for  imraediate  expansion  in  production 
of  vegetables  in  19'?^\-  to  provide  an  outlet  for  acreage  that  may  be  diverted 
from  other  crops.    If  any  substantial  acreage  shj.ft  to  vegetables  occurts 
marketing  difficulties  may  be  expected. 

Through  the  first  3  Quarters  of  1953  /  coniiTiercial  production  of  fresh 
vegetables  was  in  general  slightly  larger  than  a  year  earlier,  primarily 
because  of  increased  acreages.    Prices  received  by  farmers  were  lower 
for  those  crops  in  larger  supply,  but  were  generally  higher  for  the 
vegetables  in  smaller  supply."  A  shar-p  contra- seasonal  rise  in  fresh 
vegetable  prices  occurred  in  June  in  response  to  a  temporary  slaclcening 
in  market  supplies  caused  by  adverse  weather  which  retarded  growth  in 
certain  producing  areas.    Prices  subsequently  declined  as  many  vegetables 
came  on  the  market  in  large  volume . 

In  the  last  quarter  of  1953.  total  fresh  vegetable  supplies  are 
expected  to  be  near  those  of  a  year  earlier,  and  the  general  level  of 
prices  received  by  growers  therefore  probably  will  not  be  much  different 
from  a  year  earlier,  -  - 

A  3.arg;e  supply  of  late -summer  crop  dry  onions  and  an  ample  supply 
of  early  fall  cabbage"  are  indicated  as  available  for  storage  and  sale 
through  the  winter  just  ahead.    "Rrices  are  expected  to  continue  relatively 
low  through  most  of  this  period,  but  the  large  supr.ly  of  early  fall  cabbage 
may  be  partly  offset  by  a  smaller  acreage  intended  for  vrinter  harvest. 
Heavy  rains  in  Florida  in  early  fall  may  cause  a  marketing  gap  in 
December  for  one  or  more  vegetables  and  a  temporary  price  rise  for  a  few 
weeks .  . 

For  Commercial  Processinrj;   •  ' 

Consumer  demand  for  commercially  canned  and  frozen  vegetables  in 
195^  probably  will  be  about  as  strong  as  in  1953.    Current  indications 
of  production  for  commercial  processing  this  year  imply  that  the  1953 
packs  together  with  carryover  stocks   from  earlier  packs  will  in  general 
provide  adequate  supplies. 

Total  stocks  of  frozen  vegetables  in  commercial  cold  storage  on  Octo- 
ber 1  were  record  high  for  the  date  and  are  increasing  more  than  seasonally. 
This  implies  a  1953  pack  at  least  as  large  as  the  record  1952  pack  of  nearly 
396  million  pounds.    Compai'ed  with  a  year  earlier »  stocks  this  October  1 
were  smaller  only  for  frozen  Brussel  Sprouts.    On  the  other  hand,  stocks 
were  relatively  much  larger  than  a  year  ago  for  frozen  broccoli,  cauli- 
flower, green  peas  and  spinach. 
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POTAOPOES  MD'  SyEETPOTATOES 

Production  in  the  Late  States  is  10,7  million  bushels  larger  than 
in  1952,  an  increase  of  h  percent .    Potatoes  from  Western  Late  States 
probably  will  show  a  stronger  tendency  pricewlse  than  potatoes  from 
Eastern  Late  States,  since  most  of  the  increase  in  crop  occurred  in  the 
latter  area,  particularly  in  Kaine, 

Prices  farmers  receive  for  "l^e  1953  crG|)  probably  will  influence 
some  farmers  to  reduce  potato  acreages  in  195 With  average  weather, 
however,  yields  pei*  acre  may  be  higher. 

The  storage  stocks  of  potatoes  next  January  1  are  expected  to  be 
larger  than  thofee  of  a  year  earlier.    Unless  the  early  commercial  potato 
crop  in  195^  is  considerably  smaller  than  in  1953>  prices  of  both  new 
and  old  crop  potatoes  in  early  195^  may  be  as  low  as  the  depressed  prices 
in  the  spring  of  this  year. 

The  larger  sweetpotato  crop  this  year  will  be  marketed  during  the 
v^inter  and  next  spring  at  prices  w6ll  below"  the  high' levels  of  a  year 
earlier.    The  crop  this  year  is  estimated  at  33..?  liiillion  bushels,  19  per- 
cent larger  than  the  relatively  small  I952  crop,  and  prices  received  by 
farmers  in  September  averaged  21  percent  below  September  1952. 

DRY  BEAKS  AND  PEAS  ' 

Although  the  1953  crop  is  3  percent  larger  than  the  1952  crop, 
total  supplies' available  for  this  marketing  year  are  smaller  because 
estiiiiated  carryover  stocks  of  1952  or  older  crop  beans  are.  much  smaller 
than  a  year  earlier.    Domestic  takings  of  beans  in  1953''5^+  probably  will 
continue  at  about  the  rate  of  a  year  earlier.    However,  foreign  takings 
are  expected  to  decline  because  of  limited  supplies  and  higher  export 
prices . 

Continued  firm  demand  for  dry  peas  probably  will  sustain  prices 
received  by  farmers  for  the  1953  crop  at  levels  only  moder-itely  lower 
than  those  received  for  the  1952  crop.    The  1953  crop  of  3.3  million  .  [ 
cwt.^ (uncleaned)  is  28  percent  larger  than  the  small  1952  crop,  but 
much  smaller  than  the  19^1-2-51  average  of  6.0  million  c-vrt.    Some  building 
up  of  commercial  stocks  of  peas- -now  at  minimum  or  nominal  levels --may 
occur  in  this  crop  marketing  year. 
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COTTON 

The  supply  of  cotton  in  the  United  States  for  the  1953-5^  marketing 
year  is  estimated  at  about  21.0  million  running  bales.    This  includes 
estimated  production,  the  beginning  carryover,  and  imports.  Production 
in  195'3  is  lat'ger  than  the  quantity  likely  to  be  used  in,  and  exported 
from,  the  United  States  and  the  carryover  next  August  1  is  expected  to 
be  at  the  highest  level  of  the. postwar  period. 

The  1953-5^  supply  includes  20.7  million,  bales  of  upland  cotton  and 
0.3  million  bales  of  extra  long  staple.    The  supply  of  Upland  is  25  percent 
above  the  normal  supply  while  the  supply  of  extra-long  staple  is  9^  percent 
above  normal.    Normal  supply  is  defined  by; law  as -I30  ipercent  of  domestic 
consumption  plus  expgrtSc    Because  the  supply  of  upland  cotton  exceeds  the 
normal  supply  and  that  of  extra- long  stapD.e  cotton  is  more  than  8  percent 
above  normal  supply,  the  Secretary  of  Agriculture  has  proclaimed  marketing 
quotas  for  the  195^  cotton  crop.    Supplies  of  both  types  exceed  normal  sup- 
plies by  such  a  margin  that  minimum  marketing  quotas  of  10  million  bales 
for  Upland  and  30  thousand  bales  for  extra-long  staple  are  mandatory.  The 
acreage  allotments  for  both  types  total  almost  18  million  acres  compared 
with  2^.6  million  acres  in  cultivation  on  July  1,  1953* 

Before  the  quotas  will  become  effective,,  they  must  be  approved  by 
two-thirds  of  the  cotton  growers  voting  in  the  national  referendums .  The 
referenduins  will  be  held  on  Decemher  15,  1953  for  upland  and  extra-long 
. staple. 

If  growers  approve  the  marketing  quotas,. the  support  price  for  the 
195^  crop  of  both  types  will  remain  at  90  percent  of  the  respective  parity 
prices.    Rejection  of  either  of  the  quotas,  on  the  other  hand,  would  m.e,an 
a  support  price  for  the  rejected  type  at  50  percent  of  the  applicable  ^ 
parity  price  to  cooperators.    It  should  be  emphasized  that  the  outturn  of 
the  referendums  will  not  affect  support  prices  for  the  1953  crop  which  have 
been  set  at  a  national  average  of  32.70  cents, per  pound  for  Middling, 
15/16  inch  Upland  cotton  and  73*92  cents  per  pound  for  extra^long.  staple 
cotton. 

Production  of  10  million  bales  as  called  for  by  marketing  quotas  on 
the  195^  crop  would  be  more  than  a  third  less  than  the  1953  crop  of  I'^.h  mil 
lion  running  bales.    Even  if  quotas  are  approved  and  the  support  price. re- 
mains at  90  percent  of  parity,  such  a  sharp  reduction  in  the  cotton  crop 
will  most  likely  mean  smaller  cash  receipts  from  the  sale  of  .cotton,  in.: the 
195^-55  crop  year  than  in  the  current  season. 

In  announcing  the  marketing  quota's  on  October  9>  the  Secretary  of: 
Agriculture  stated,  "Many  members  of  Congress  have  expressed  concern  over 
the  present  situation  and  probably  will  press  for  revisions  to, the  present 
Act  when  the  Congress  returns  after  the  first  of  the  year." 

Domestic  mill  consioraption  of  cotton  in  1953-5^  is  expected  to  be  . 
between  9  and  9*5  million  bales  compared  with  the  9-5  million  bales  con- 
sumed in  1952-53'    Exports  are  expected  to  increase  from  the  3»0  million 
bales  of  1952-53  to  about  3.3  million  bales. 


OCTOBER  1953  .      -  liO  - 

Exports  of  cotton  yarn  and  fabric  are  e^rpected  to  be  smaller 
during  the  current  season  than  they  \TQre  in  19>2-!53'    Deliveries  to  and 
purchases  made  by,  the  military  forces  of  cotton  textiles  v±3,l  probably' 
be  smaller,  and  the  coqs umptica  of  synthetic  fibers  may  hit  a  record 
high  of  about  1.6  billion  pounds  in  1953*    These  factors  indicate  a 
decline  in  domestic  mill  cons'jmption  of  cotton  in  1953-5^' 

Foreign  producing  countries  in  the  free  world  are  starting  the 
1953-5^  marketing  year  with  relatively  large  stocks  of  cotton.  These 
stocks' will  probably  be  sharply  reduced  by  August  1,  19^h»  However, 
production  of  cotton  abroad  will  probably  decline  more  than  0.8  million 
bales  from  the  level  01  13^7  million  bales  of  1952->3'    Foreign  free  - 
world  consumption  is  expected  to  be  maintained  at  the  high  level  of  about  ' 
16.5  million  bales.    The  net  result  of  these  forces  ./ill  probably  be  a 
small  increase  in  U.  S .  experts  of  cotton. ' 

Loans  and  grants  from  the  U.  S.  Government  to  foreign  countries 
will  probably  finance  the  purchase  of  about  1.5  million  bales  of  cotton 
in  1953-5^j  compared  with  about  1.2  million  in  1952 -;'3>    These  funds 
totaled  about  221  million  dollars  Isst  season  and  are ■  exi:ected  to  be 
somewhat  larger  during  the  current  marketing  year. 

•  The  carryover  of  cotton  in  the  United  States  on  August  1,  195^ 
is' estimated' at  about  8.^  million  bales.    This  will- be  almost  3  million 
bales  larger  than  that  of  a  year  earlier  and  v;ill  be  the  largest  carryover 
since  August  1,  19^5- 

The  1953  cotton  crop,  as  estimated  on  October  1  was  about  O.h  mil- 
lion running  bales  above  the  1952  crop.    Although  the  acreage  in  culti- 
vation on  July  1,  1953  was  8.6  percent  smaller  than  a  year  earlier,  the 
indicated  yield  per  harvested  acre  of  315-'^  pounds  is  the  highest  on 
record.    The  previous  record  was  31i»3  po'onds  per  •  acre  in  19^8-ii-9. 

'   Of  the  5.5  million  bales  in  the  carryover  on  August  1,  1953;  about 
2  million  bales  were  held  by  the  Commodity  Credit  Corporation.  By 
August  1,  195^  CCC  holdings  are  expected  to  increase  to  about  5  million 
bales.    Entries  into  the  Commodity  Credit  Corporation  loan  from  the  1953 
^'crop  through  October  9  were  nearly  1  million  bales  compared  to  21  thousand 
■from  the  19>2  crop  at  about  the  same  date  a  year  earlier.-   The-  more  rapid 
entry  into  the  1953  crop  loan  was  probably  caused  by  the  .fact  that  market 
prices  were  near  and  in  many  cases  even  below  loan  lovels  whiD.e  a  . year 
earlier "prices  were  considerably  above  the  loan. 

The  average  10  spot  mar -'.et  prices  for  Middling, .  15 /16  inch  cotton 
in  August,  and  September  were  lo^.rer  than  the  average  loan  rate  for  the 
same  quality  cotton  at  these  markets .    The  average  loan  rate  at  the 
10'- spot  markets  Is.  32.99  cents  a  pomd  and  the  average  price  in  August 
and  September  was  32.98  and  32. 8I  cents  per  pound,  respectively..  During 
October  prices  continued  at  about  the  same  level  and  on  October  20. the 
average  price  was  32.66  cents  per  pound. 
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World.  supp3.y  of  wool  for  the  19'"^3'3^f  season  is  expected  to  "be  about 
the  same  as  for  19^2 -53 ^  slight  Increase  in  production  is  expected,  "but 
stocks  are  lower.    Although  total  stocks  in  the  major  consurding  countries, 
including  CCC  holdings  in  the  U.  S.  and  the  strategic  stockpile  in. the 
United  Kingdom,  are  up,  the  increase  is  somewhat  less  than  the  reduction 
in  holdings  of  unsold  wool  in  the  Soi.ithern  Hemisphere  exporting  coujitries. 

Domestic  production  probably  will  be  lower  next  year.    The  rate  of 
sheep  and  lamb  slaughter  this  year  sviggests  a  snail  reduction  in  the 
mimber  of  stock  sheep  and  shorn  wool  production  next  year.    If  sheej^  and. 
lamb  slaughter  declines  next  year  as  now  appears  likely.,  production  of  puJ.led 
wool  also  would  be  reduced ► 

World  consumption  of  wool  during  the  first  half  of  this  year  is  esti- 
mated to  have  been  about  one -fifth  over  a  year  earlier.    For  1952  as  a  whole, 
consumption  was  sligbt.ly  above  that  of  the  previous  year.    After  the  rate  of 
consumption  reached  a  post-VJorld  War  II  low  in  the  third  quarter  of  1951;  it 
increased  for  7  successive  quarters. 

Mill  use  of  apparel  wool  in  the  United  States  during  the  first  half 
of  this  year  was  about  one -fifth  above  a  year  earlier,  but  the  total  for  the 
year  probably  will  show  a  smaller  increase.    If.  economic  activity  and  con- 
sumer purchasing  power  continue  at  about  present  levels  and  if  there  is  no 
great  change  in  defense  requirements,  mill  consumption  next  year  probably 
will  be  nearly  the  same  as  this  year.    Indications  are  that  inventories  of 
wool  goods  in  manufacturing  and  distribution  channels  are  in  about  their 
normal  relation  to  retail  sales. 

Prices  of  wool  in  Australia  since  the  opening  of  the  current  selling 
season  have  fluctuated  near  the  closing  prices  of  last  June  and  have  been 
slightly  above  those  of  a  year  earlier.    Quotations  at  Boston  for  domestic 
wools  early  in  October  were  well  above  a  year  earlier.    Quotations,  for  most 
fine,  half,  and  three -eighths  blood  wools  were  above  loan  rates  while  those 
for  most  quarter  blood  and  lower  wools  were  at  or  slightly  below  loan  rates. 

Prices  received  by  domestic  growers  for  shorn  wool  during  the  first 
6  months  of  the  current  marketing  season  averaged  slightly  above  last  year. 
The  mid-month  averages,  for  the  first  k  months  were  above  the  national  aver- 
age price  support  lean  rate,  but  for  August  and  September  were,  just  below. 
The  average  for  the  season  probably  will  be  slightly  above  both  last,  year 
and  the  national  average  loan  rate .        .  •  •  . 

In  the  absence  of  any  change  in  the  international  situation^  wool 
prices  generally  probably  will  be  relatively  stable  until. the  end  of  the 
current  selling  season  in  Australia  next  June.    The  average  of  prices 
received  by  domestic  producers  for  the.l95i^■  clip  probably  will  not  be 
greatly  different  from  this  year. 

:;.         ....  ,    ,  .  '  TOBACCO        '  ■ 

Domestic  use  of  flue-cured  and  Burley  in  1952-53  is  above  any  previous 
year  and  may  be  larger  in  1953 -5U.    These  types  and  also  Maryland  tobacco  are 
used  principally  in  cigaretetes  .    The  1953  cigarette  output  is  expected  to  total 
close  to  U38  billion  and  a  further  increase  in  the  proportion  of  ■  extra  length 
or  "king  size"  is  expected.    A  firm  demand  for  cigarette  tobacco  is  likely  in 
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In  the  1953-5^  marketing  year,  tobacco  exports  seem  likely  to  "be  about 
as  large  as  or  perhaps  a  little  larger  than  the  1952-53  estimate  of  500  mil- 
lion poimds  (farm-sales  weight).    Cigarette  consumption  continues  to  increase 
in  some  foreign  countries  and  stocks  of  United  States  tobacco  in  several 
countries  are  low  relative  to  con sumption.    Gold  and  dollar  holdings  of 
several  important  importing  countries  have  increased  substantially  in  the 
past  Ig-  years,  thus  placing  them  in  a  better  position  to  buy  commodities 
needed  from  the  dollar  areas . 

The  1953-5^  supply  of  flue-cured  i-s  a  little  lower  than  the  1952-53 
level  because  of  the  reduced  1953  crop.    Harvested  acreage  is  smaller  and  the 
long  period  of  dry  weather  reduced  average  yields  per  acre  in  some  areas. 
However,  the  7  percent  larger  carryover  than  last  year  prevented  much  drop,  in 
the  total  supply.    Demand  for  flue -cured  tobacco  has  been  strong  and  through 
October  l6,  the  average  price  received  was  55  cents  per  pound  compared  with 
51  cents  in  the  comparable  period  of  last  season.    The  support  level  for  the 
1953  crop  is  ^i7.9  cents  per  pound. 

The  1953-5^  Burley  supply  is  estimated  as  being  a  little  above  the 
1952-53  level.    The  increase  in  carryover  more  than  offsets  the  indicated 
drop  in  this  year's  crop  from  last  year's  record.    Most  Burley  is  used  in 
cigarettes  but  smoking  tobacco  also  absorbs  a  sizable  quantity.    It  is  esti- 
mated that  this  year's  output  of  smoking  tobacco  will  be  about  92  million 
pounds--5  percent  lower  than  in  1952.-  Auctions  for  Burley  usually  begin 
around  December  1.    The  support  level  for  the  1953  Burley  crop  is  k6.6  cents 
per  pound. 

The  195'+  supply  of  Maryland  tobacco  will  be  larger  than  in  3-953  •  The 
1953  crop  is  indicated  to  be  do\m  a  little  but  carryover  will  be  larger. 
The  1953  crop  will  go  to  auction  next  spring  and  summer.    The  price  support 
level  is  50.^  cents  per  pound.    Maryland  growers  will  vote  this  fall  to 
decide  on  whether  a  marketing  quota  is  to  be  in  effect  on  their  195^+  crop. 

The  total  supply  of  fire -cured  and  dark  air -cured  tobacco  probably  will 
be  smaller  in  1953-5^  than  in  1952-53.    Auctions  for  some  of  these  types 
begin  in  late  November  and  for  others,  in  early  January.    The  1953  crop  sup- 
port levels  are  35.0  cents  per  pound  for  fire-cured,  and  31.1  cents  for  dark 
air-cured  tobacco,  approximately  5  percent  lower  than  last  season.  The 
principal  domestic  outlet  for  fire -cured  is  snuff  and  for  dark  air -cured, 
chewing  tobacco.    Output  of  these  products  in  1953  is  do-im  a  little  from 
1952 •    Chewing  tobacco  consumption  is  expected  to  continue  its  downward 
tread.    Exports  of  fire -cured  tobacco  are  moderately  above  last  year's  i>ost- 
war  low  but  exports  of  dark  air -cured  continued  to  decline. 

The  1953-5^  supply  of  continental  cigar  filler  will  be  the  smallest  in 
6  or  7  years  as  the , consequence  of  2  relatively  small  crops  in  succession. . . 
The  1953-5^  supply  of  binder  tyr^es  also  will  be  the  smallest  .for  several  • 
years.    Government  price  supports  are  in  effect  for  1953  crops  of  all  filler 
and  binder  types  except  the  Pennsylvania  filler  type  kl.    This  fall,  growers 
of  the  continental  filler  and  binder  tyij.es  will  vote  on  quotas  for  their  195^ 
crops.    If  quotas  are  favored  by  a  two-thirds  vote,  they  remain  in  effect 
and  Government  price  support  on  the  195^+  crop  becomes  mandatory  at.  90'  percent 
of  parity.    Cigar  consumption  has  gained  during  the  last  3. years  and  is  esti- 
mated at. about  6,150  million  in  1953-    It  seems  likely  that  cigar  consumption 
will  be  at  about  the  same  level  in  195^. 
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'     •  :      ■     •   FOREST  PIIODUCTS  •  ' 

Demand  for  luinbel?,  the  principal  forest  product  cut  in  the  Utiited 
States,  may  decline  somewhat  in  1954»  largely  as  the  result  of  an  antici- 
pated shading  off  in  residential  construction  and  other  building  activity. 
Dem.and  for  pulpwood,  on  the  other  hand,  is  expected  to  increase  somewhat 
in  1954 •    Stronger  rosin  and  turpentine  prices  are  anticipated  during  the 
remainder  of  the  crop  year  etiding' next  April  1  as  a  result  of  increased 
don»e8tlc  and  foreign  demand  and  reduced  domestic  and  forieign  output. 
Because  further  declines  in  dom.estic  gum  production  are  anticipated  in 
1954- 55 >  this  trend  may  continue  into  the  next  crop  year*    Markets  for 
other  products,-  such  as  veneer  and  peeler  logs,  mine  timbers;,  poles, 
piling,  etc.,  are  not  expected "to  change  appreciably  from  1953  levels. 


lumber  production  during  1953  is  estimated  at  3^  billion  board  feet 
or  about  the  same  as  th.e  peak  level  T^^hich  has  been  maintained  during  the 
past  three  .years.    The  West  accounts  for  about  50  percent  of  the  current 
production  of  lum.ber,  the  South  35  percent,  and  the  North  15  percent.  In 
1954  dem.and  for  lumber  and  l\imber  production  are  expected  to  fall  slightly 
beloxr  1953  levels,  primarily  because  of  an  expected  moderate  decline  in 
residential  and  ::>ther  construction  activity  over'  the  coming  year.  Lumber 
:unports  atnountirsg  to  2.8  billion  board  feet  in  1953>  and  liunber  export^s 
amounting  to  0.5  billion  board  feet  in  1953 >  are  not  expected  to  change 
materially  in  3  954.  .  • 

Lumber  prices  have  declined  slightly  during  the  past  two  years  and 
in  August  1953  were  about  5 percent  belov/  the  all-time  peak  reached  in 
1951 •    oome  further  decline  in  lumber  prices  is  expected  in  1954*  There 
are  no  indications  so  far,  however,  of  an  accompanying  decline  in  stumpage 
and 'log  prices  which  paralleled  the  rapid  increase  in  lumber  prices  during 
the  past  decade.  ;  :  : 

•       Production  of  veneer  logs  and  bolts  during  1953 >  estimated  at  about 
2.7  billion  board  feet ^  has'  been  somewhat  higher  than  in  prior  years, 
largely  reflecting' increased  use  of  softwood  plyv-ood  in  construction, 
^ome  decline  in  production  Jind  prices  of  these  relatively  high-value  pro- 
ducts are  expected  in  1954>  largely  as  a  result  of  the  anticipated  causing 
in' constructiori:  activity.  •  . 

■     •  ■•  ■  Fulpwcod  •  '■ 

Putoc'ood  production  in  1953  is  estimated  at  26  million  cords --about 
4  percent  higher- than  the  previous  peak  year  in  1951" and  70  percent  higher 
than  output  at  the  end  of  V/orld  War  II.    The  South  currently  accounts  for 
about  half  the  total  production  of  pulpvTood,  the  North  for  30  percent,  and 
the  VJest  for  the  remaining  20  percent.    Pine  and  other  preferred  softwoods 
comprise  more  than  B5  percent  of  the  total  oulpwood  production.  Markets 
for  hardv;ood  pulpvrood  have  steadily  expanded,  however,  and  in  the  near 
future  ^will  probably  show  increased  strength. 


The  new  peak  in  pulpv;ood  production  achieved  in  1953  marks  a  con- 
tinuation of  a  period  of  extremely  rapid  grovrth  in  the  pulp  and  paper 
industry;    Sifice  I946>  oapacity.  of  1:he  United . States  woodpulp  industry  has 
inci'eased"' frbm  12,1'  to  nearly' 21  million  tons,  or  a  rise  of  about  73  percent. 
•  Expand i"6n  o^  plant- capacity  and  pulpwood  consumption  has  been  particularly 
rapid  ih  the  South  where  more  than  half  , of ■ the  woddpulo  industry  is  now 
located-.    Except  in  the  l/,^est,  the  industry  depends,  largely  upon  pulpwood 
fr5m  small  forest  holdings;  in  the  South,  for  example,  alDout  ,70  percent 
of  the  pulpwood  production  is  obtained  froni  ^farin  forests  "and  other  sffiall 

ownerships,'  ''  ■  .  ■         -  '       — '  ,, 

••    Somie  » further  increase .  in  pulpivood  demand  is  expected  in  1954  i'n  ■ 
response  to .  a  further  rise  in  market  demands  for  paper  and  paper' products, 
and  the  pressure  to  operate  new  plant  facilities  that  are  steadily  cdming 
into  production.    Much  of  this  anticipated  increase  in  pulpwood  dem.and 
will  likely  occur  in  the  South »    Pulpwood  prices  have  advanced  steadily 
during  the  past  decade  or  so,  and  in  the  past  year  have  reached  new  peak 
Ifevels,  .  In'  spite  of  possibly  .greater  dem.and.  for  pulpwood  in  1954,  ho 
changes' in  pulpwood.  prices  are  expected.       .      .  .  '  '  / 

"'  Guk  Naval  Stores  ■  '  ■ 

■The-  naval  stores  market  situation  traditionally  is  one  of  extremes. 
Thus,  "during  the  summer  of  195^,.  the  situation  shifted  dramatically  from 
one  of  ample  supplies  and  lagging  requirements  and  prices  to  panic  buying 
which,  befox^e  the  year  expired,  doubled  turpentine  and  rosin  prices  and, 
except  for  a  modest  volume  withheld  for  em^ergenc^/  use,  virtually  depleted 
CCC  stocks.    The  buying  spree,  in  turn,  ended  abruptly  late  in  1951  fol- 
lovdn'g  accumulation  of  substantial  commercial  inventories  both  here  and 
abroad  .  „ 

•  In  or<ier  to  maintain  crude  gujn  prices  at  9p  percent  of  parity,  ■  a  net 
voluirie  of  nearly  2B4,000  drums  of  rosin  (44  percent  of  the  gum  crop)  and 
about  33,000  barrels  of  turpentine  (15  percent  of  gum  output)  was  pledged 
under  the  1952  program.    Through  September  1953  a  voluKie  of  about  100,000 
drujns  of  rosin  {25 -per cent  of  estimated  gum  production  during  the  calendar 
year)  and  nearly  29,000  barrels  of  terpentine  (20  percent  of  the  estimated 
'crop)  had  been  pledged  under  the  1953. loan  program. 

By  mid-Augur:t  hov/ever,  domestic  and  foreign  4evelopments  had  com- 
bined to  strengthen  the  market  situation.    First,  gumi  naval  stores  pro- 
duction has  declined  IB  percent  from  the  year  before  and  43  percent  since 
1949-50.    Combined  gum  and  vrood  turpentine  output  is  down  9  percent  from 
1952--53  -^'hile  }3roduction  of  all.type^s  of  rosin  is  2  percent  lower.  Do- 
mestic production  of  turpentine  and  rosin  accounts  for  over  50  pereent 
of" 'the' world's  output  of  these  coiraiiodities. 
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"Second,  foreign  production,  particularly  in  Portugal  and  France, 
has  declined  precipitantiy .    This  development  along  with  tihe  exhaustioa.  '.• 
of  stocks  accumulated  al)road  following  the  Korean  outbreak,  made  it 
necessary  for  countries  such  as  the  United  Kingdom,  Gern^ny,'  Itetly,.  Nether- 
lands, and  Belgium  (which  since  World  V7ar  II  have  primarily  depended  upon 
European  naval  stores  output)  to  meet  their  naval  stores  needs,  in  large, 
part,  from  the  U.  S.;  this  may  continue  well  into  next  year.  Consec^uently, 
U.  S.  exports  of  rosin  (which  through  July  1953  reached  an  all  time  low) 
nia-y,  by  virtue  of  greatly  accelerated  exports  beginning  in  September, 
exceed  last  year's  total  of  357^000  drums.    Although  turpentine  is  in  a 
less  favorable  position,  here,  too,  exports  after  a  slow  start  may  equal 
those  of  last  year. 

Third,  based  on  performance  to  date,  domestic  consumption  of  rosin 
during  the  crop  year  ending  next  April  1,  is  e^ipected  to  be  at  least 
10  percent  higher  than  the  1,228,000  drums  consumed  last  year. 

Foi,irth,  cornmercial  stocks  of  rosin  and  turpentine  are  insignificant. 
Based  on  total  disappearance  for  the  5 -year  period  1948-52,  COG  reserve 
holdings  of  rosin  and  turpentine  constitute  a  h  months'  and  one  month's 
supply,  respectively.    The  total  carryovers  on  April  1,  195^  of  both  rosin 
and  turpentine  is  not  expected  to  exceed  that  of  the  previous  year. 

Higher  price  levels  are  expected  for  both  rosin  and  tui^entine 
through  the  remainder  of  the  crop  year;  an  anticipated  further  decline 
in  domestic  output  in  195^-55  betokens  a  continuance  of  the  upward  trend 
into  the  next  crop  year. 

If  strengthened  demand  continues,  virtually  all  of  the  pale  grades 
of  rosin  and  much  of  the  turpentine  collateral  placed  in  the  1953  loan 
will  be  redeemed.    It  is  probable  that  sales  may  be  made  out  of  CCC  re- 
serve holdings  of  rosin  acquired  under  prior  programs. 
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